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Norman Thomas: Socialist Crusader 


By CLAUDE MOORE FUESS 


[The study of Franklin D. Roosevelt 
which Mr. Fuess contributed to CURRENT 
History for August is now followed by an 
estimate of Norman Thomas, the Socialist 
candidate for President. Mr. Fuess, who 
is known primarily as one of our leading 
biographers, is a Republican in politics 
and was a delegate at this year’s national 
convention of his party.] 


as 


f  ererinp Norman Thomas, 
every one knows, is the Social- 
ist candidate for President, his chances 
of election are probably negligible. 


Nevertheless, his personality com- 
mands attention, and his utterances 
over the radio have been reach- 
ing people who have hitherto regarded 
his party with scornful, even fearful, 
aversion. For many years, the word 
“Socialist” has held for the majority 
of Americans a sinister connotation, 
associated with bombs, riots and 
assassinations. But Mr. Thomas has 
somewhat changed all that. Even 
“hard-boiled” reactionaries mention 
him almost with affection, and he is 
seldom caricatured as a “bogy man.” 
At some vacation resorts, in fact, it 
has been quite fashionable to say 
casually to one’s partner at dinner, 
“Why, I may even vote for Norman 


Thomas—just as a protest, you under- 
stand.” Such sympathy was seldom 
shown by capitalists toward the late 
Eugene V. Debs. 

Indeed, under Mr. Thomas’s magic, 
socialism has grown respectable. He 
delivers scholarly lectures at college 
commencements and institutes of pol- 
itics, and he has preached in the exclu- 
sive New York pulpit of Dr. Albert 
Parker Fitch. Perhaps the very fact 
that he has apparently so little chance 
makes his opponents generous. There 
may be a feeling among them that so 
long as he contents himself with writ- 
ing and talking, he is an attractive 
fellow who can do no harm. Unless 
all omens fail, however, he will be 
given a large vote—a vote intended, 
on the part of many intelligent citi- 
zens, to voice their disgust with what 
they conceive to be the evasions and 
blunders of politicians. 

Mr. Thomas is plainly no black- 
bearded, red-shirted anarchist breath- 
ing fire and imprecations against the 
government. He does not aim to 
spread his doctrines by threatening 
his adversaries with prompt physical 
dissolution. He does not propose to 
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fill manufacturers or monarchs with 
bullets. His spiritual kinship is with 
St. Francis of Assisi, with Tolstoy, 
and with Gandhi, the immaculate 
idealists of the race. He has, of course, 
his practical side. Theoretical though 
he is in many respects, he formulates 
plans for transforming his dreams 
into working realities. But he does 
not insist that wrecking a bank is an 
effective method of overthrowing 
capitalism. He is a visionary in the 
sense that, like William Godwin, he 
apparently believes that people can 
be led to see the light and, perceiving 
it, will be inspired to regulate their 
lives by its illumination. He is sure 
that ideas, provided they are sound, 
have a positive influence, in the long 
run, on human conduct. There has 
been some controversy in the New Re- 
public between Mr. Matthew Joseph- 
son and Mr. Paul Blanshard as to 
whether Mr. Thomas is an “enrap- 
tured Socialist” or a “hard-headed 
realist.” The fact is that, as the occa- 
sion demands, he can be either. His 
philosophy and his hope are far- 
reaching, but, like a sagacious oppor- 
tunist, he does not ignore the neces- 
sities of the present. 

In physical appearance Mr. Thomas 
is becoming increasingly familiar to 
his countrymen, for he is frequently 
before them on the platform. He looks 
like a cultivated aristocrat, with his 
high-domed head—not unlike that of 
John Galsworthy—his thin gray hair, 
his narrow nose and sensitive nostrils, 
his firm lips and thoughtful blue-gray 
eyes. He is tall and slender, slightly 
stooped in the shoulders, neat and 
conventional in attire, and dignified 
in his bearing. He belongs to the 
Woodrow Wilson type, depending 
more upon logic than upon emotions, 
and his manner is faintly academic. 
He would fit naturally into the atmos- 
phere of an English house party with 
Balfour and Asquith. He is emphat- 
ically a gentieman. He has an in- 
eradicable sense of humor with which 
he enlivens his arguments. About him 


there is something magnetic. And he 
has a charming smile. 

It should be understood that he is 
fully the peer of Mr. Hoover and Mr, 
Roosevelt in cultural antecedents. 
Mr. Thomas is no “forgotten man.” 
He probably never wielded an axe, like 
Lincoln, or pitched hay, like Mr. Cool- 
idge, and his hands are white and un- 
calloused. He is hardly aware through 
personal experience what it is to per- 
form manual labor under economic 
compulsion. His career has been made 
with his brain, not with his body. 
This is not said in criticism, but in an 
effort to paint him as he is. Because 
of forces which began with remote 
ancestors, Mr. Thomas is an intellec- 
tual. Inherited orthodoxy has re- 
strained him from rash projects and 
hysterical fanaticism. If, through 
some cataclysm, he should become 
President, he would behave in the 
White House like the well-born, well- 
bred aristocrat that he is. Although 
his family have had only modest re- 
sources, he has never known what it 
it is to be without food or clothing or 
shelter, and he has had the best educa- 
tional advantages which the United 
States affords. As a graduate of 
Princeton, he can meet Mr. Hoover 
from Stanford and Mr. Roosevelt from 
Harvard on even terms. 

Norman Thomas, in his tendencies 
and traits of character, has been in- 
fluenced by a long clerical tradition. 
One grandfather was a missionary; 
the other preached the gospel until 
beyond his eightieth year. His father, 
the Rev. Welling Evan Thomas, mar- 
ried Emma Mattoon, from whom the 
boy received a middle name which he 
has since discarded. His stock is a 
blend of the Celtic and Anglo-Saxon, 
untinged by Latin or Slavonic. Born 
on Nov. 20, 1884, he is by an ironic 
touch a native of Marion, Ohio, the 
home town of Warren Gamaliel Har- 
ding, whose newspaper, the Daily Star, 
Norman delivered from door to door, 
evidently without being perceptibly 
stimulated by its editorials in praise 
of Republican tenets. The household 
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in which the lad was brought up was 
permeated by unaffected devotion to 
a stern, Calvinistic creed, distin- 
guished by hell fire and rigid dogma, 
which Mr. Thomas has delightfully 
portrayed in his essay, Faith of My 
Fathers. It was a home in which 
there was, as he says, “‘a non-material 
standard of values and certainly no 
sanctimonious hypocrisy.” Thomas 
has long since emerged from this 
early Puritanism. “The return to it,” 
he has written, “would be an impos- 
sible and by no means lovely way of 
escape from life and its problems.” 

Norman was sent to the customary 
public schools and later, after his 
father moved to another church in 
Lewisburg, Pa., the boy entered Buck- 
nell College. Allured by Jesse Lynch 
Williams’s tales of undergraduate life, 
he wanted to transfer to Princeton; 
and a well-to-do relative, discerning 
promise in the lanky, studious young- 
ster, gave him money enough for 
three happy years in the institution 
where Woodrow Wilson was beginning 
to create so much commotion. There 
he was graduted in 1905. As his bent 
was for the ministry, he volunteered 
for work in the slum district of New 
York City, where he was surrounded by 
the bitterness of poverty. He entered 
Union Theological Seminary, was or- 
dained in 1911 as a Presbyterian 
clergyman and seemed on the way to 
adding another worthy but relatively 
uneventful generation to a family the 
members of which had hitherto been 
devoted mainly to the placid salvation 
of souls. So far his career had been 
almost monotonously conventional. 
All over the United States, pious 
young college men with a similar 
background were treading the same 
path. There was no radicalism appar- 
ent in his principles. In 1908 he voted 
for Taft. 

In the Autumn of 1910 Thomas 
married Frances Violet Stewart, by 
whom he has had five children who 
have been brought up in a normal 
way. For some months he was an as- 
sistant in New York’s famous Brick 


Presbyterian Church. He remained in 
the city as pastor of the East Harlem 
Church, where he served for seven 
years, during which he was thinking 
very hard and his basic religious and 
economic creed underwent many mod- 
ifications. The World War broke out, 
and he discovered that he did not be- 
lieve in war. He said so, and, becom- 
ing out of sympathy with his col- 
leagues and parishioners, resigned 
his pulpit. Conscientious objectors 
were unpopular in 1917. Thomas’s 
period as a clergyman was over. 
Doubtless it required courage for 
Thomas to break so sharply with the 
past. He has never been accused of 
cowardice. When he had once made 
up his mind, he did not hesitate. He 
promptly joined the Socialist party 
and became an active crusader for its 
principles. A desire to put his new 
faith into words led him to found a 
monthly magazine, The World Tomor- 
row, which he edited until 1921. He 
contributed to the New York Call and 
worked for a year on the staff of the 
Nation. He helped to organize the 
American Civil Liberties Union and 
the League for Industrial Democracy, 
becoming director of the latter. In 
short, he devoted himself to spreading 
Socialist propaganda. The missionary 
instinct could not be eradicated. 
More than once he fell into diffi- 
culties. He confesses that he has 
been arrested three times and has 
been twice in jail. In 1919, when the 
police at Passaic, N. J., turned off the 
electricity at a meeting of strikers in 
the textile mills, Thomas dramatically 
lighted a candle and, defying the con- 
stabulary, read the Constitution of 
the State to the gathering. Only a few 
months ago he was arrested for pick- 
eting with the Paterson silk mill strik- 
ers. Meanwhile, he has tried to educate 
a broader public through such books 
as The Conscientious Objector in Amer- 
ica, The Challenge of the War, and Is 
Conscience a Crime? Such a man was 
certain to be brought into prominence 
in a party which badly needed clarion 
voices. In 1924 he stepped rather sud- 
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denly into politics by running as the 
Socialist nominee for Governor of 
New York State. Since then he has 
been, as he says, “a chronic office- 
seeker,” always enthusiastic and 
always unsuccessful. He ran for 
Mayor of New York in 1925, for State 
Senator in 1926, for Alderman in 1927. 
Four years ago he received 267,420 
votes for President of the United 
States. In 1929 he polled more than 
175,000 votes for Mayor. Mr. Thomas 
has repeatedly gone forth to political 
battle and has never won. But he is 
sure that his hour is coming. 

At the Socialist Convention in Mil- 
waukee last May Mr. Thomas was 
nominated for President by a vote of 
252 to 1, with James H. Maurer, for 
many years President of the Pennsyl- 
vania Federation of Labor, as his run- 
ning mate. He is now in the thick of 
an active campaign, carried on by 
radio broadcasts and printed pam- 
phlets, appealing especially to dis- 
affected Republicans and Democrats. 
“Hoover’s record,” he says in one of 
his favorite sweeping generalizations, 
“is a record of mistake piled on mis- 
take.” Of the Democrats he declares: 
“The party which dares to take the 
name of Thomas Jefferson is in the 
South the party with the most out- 
rageous racial discrimination, and in 
the North the party of the most fla- 
grant corruption in our cities.” Ana- 
lyzing their respective platforms, he 
cries, ‘Plague on both your houses!” 
and calls for a relentless use of brush 
and broom. 

Mr. Thomas has thus far been more 
vocal, as well as more consistent, than 
either Mr. Hoover or Mr. Roosevelt. 
His attitude toward politics and so- 
ciety, his underlying philosophy, have 
been expressed again and again until 
we can be in no doubt as to what his 
opinions are. So far as our country 
today is concerned, he surveys the 
prospect with disillusioned gloomy 
eyes. He sketches a picture of a 
strangely complex and floundering 
civilization, in which men of honest 
intentions become inadvertently the 


tools of selfish organizers and few 
care for any group except their own; 
a highly individualistic community in 
which those in power are almost com- 
pletely ruthless; a society in which 
thoughtful men cannot avoid pessi- 
mism for the immediate future, no 
matter how much they may long for 
some “far-off, divine event, toward 
which the whole creation moves.” 
With superb evangelistic fervor, he 
assails our impregnable materialism 
and complains, “Our real temples are 
our banks and stock markets.” We 
dwell, he says, in an age “when men 
profess brotherly love and teach a 
doctrine of nationalism.” He is the 
foe of high tariffs, of subsidies and of 
all forms of special privilege. All 
the existing suffering, including the 
“standing army of the permanently 
unemployed,” he attributes primarily 
to “our chaotic, unplanned profit sys- 
tem.” In some moods, Mr. Thomas 
talks like Jeremiah or Thomas Hardy. 


It is not easy to interpret another 
man’s ideas and do him full justice. 
It is clear, however, that Mr. Thomas 
is a philosophical Socialist, who dis- 
likes equally the two extremes of cap- 
italism and communism. While striv- 
ing by every legal means for civil and 
religious liberty, he deplores any 
resort to force, for he is a thorough- 
going pacifist. The aim of socialism, 
to quote his own phrases, is “to hold 
up the vision of a classless society to 
the workers of the world, a society 
from which poverty and war are for- 
ever banished.” He would do away 
with private profit by transferring 
the principal means of production 
from individual to governmental 
hands, permitting private occupancy 
of homes and tenure of gardens and 
farms, but abolishing all “absentee 
ownership” such as that represented 
by stocks and bonds. He would build 
up a genuine democracy of “the work- 
ers with hand and brain.” It is ob- 
vious that Thomas is a pragmatist, 
who has realized the inapplicability 
of many of the Marxian doctrines to 
existing conditions in the United 
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States and has accordingly recon- 
structed them to meet a situation 
quite different in many respects from 
that which Marx confronted in the 
nineteenth century. 

Mr. Thomas does not rely on “mere 
revolt” or “paper plans.” His support- 
ers are convinced that he has a pro- 
gram which can actually be put into 
operation and that his vision of a 
“socialized nation” can be realized 
through the “peaceful displacement of 
capitalism.” Some of his critics within 
his own party feel that his original 
radicalism is growing lukewarm. His 
eulogists, on the other hand, insist 
that he is merely displaying a saga- 
cious opportunism, preferring to 
achieve only part of his program 
rather than to try for everything and 
gain nothing. Mr. Thomas has not been 
in politics without learning a lesson 
from his experience. 

Mr. Thomas is not so deluded as to 
think that the millennium can be 
reached by a single national upheaval. 
He is convinced that laissez-faire cap- 
italism is so far undermined as to be 
ready to break down in a real crisis. 
But he also fears that our immediate 
dread is from a militant and despotic 
fascism. “There is,” he says, “a ruth- 
lessness and suspicion in America, 
and skeptical disbelief in political ac- 
tion, which given a few more years 
of bad economic conditions, will fur- 
nish a splendid field for an American 
Hitler to exploit.”” Mr. Thomas would 
deplore the rule of a Mussolini, even 
if it resulted in a temporary reign of 
order and prosperity. What he wants, 
as he phrases it, is “social salvation 
without catastrophe, and with a min- 
imum of confusion and disorder.” He 
is prepared to move slowly if only he 
can be sure that he is moving. He 
indulges in a “great hope,” which he 
is confident will be realized even 
sooner than most of his disciples ex- 
pect. His pessimism regarding the 
world in which we live is tempered by 
an optimism about the future. 


At the present moment Mr. 


Thomas’s control over his party 
appears to an outsider to be that of 
a dictator. Most of its active mem- 
bers are manual workers, industrial- 
ists who would normally be critical 
of a leader with a clerical background. 
Yet, when a resolution was submitted 
at Milwaukee advocating confiscation 
of private property, Mr. Thomas took 
the floor and declaimed so forcibly 
that it was rejected. But those fa- 
miliar with the Socialist councils are 
aware that Mr. Thomas does not and 
cannot always have his own way. He 
is undoubtedly the strongest man in 
his party, its most forceful leader, 
and its logical candidate for President. 
But within its ranks are men of all 
shades of radicalism from blush pink 
to a sanguine red. While they are in 
opposition, they are united in a sense 
by a common hatred. But there are 
many Socialists who do not accept his 
views and who will probably refuse to 
follow him beyond a certain point. 
Even today a conflict is raging about 
him among some of his followers, and 
his critics are not all among the cap- 
italists. 


Nobody can listen to Mr. Thomas’s 
dispassionate voice or read his recent 
volume As I See It (New York: The 
Macmillan Company) without a con- 
viction that he is to be trusted. Even 
those who disagree with his premises 
must admit his sincerity. The man is 
frank. He says what he means and 
means what he says. At the present 
moment Republicans and Democrats, 
absorbed in excoriating one another, 
are disposed to look with indifference, 
or at least with amiable condescen- 
sion, on what Mr. Thomas is doing. 
Republicans read with elation his de- 
nunciation of Tammany, and Demo- 
crats from Georgia nod a casual 
approval to his attacks on President 
Hoover. So far, each party has been 
too busy with its own troubles to take 
Mr. Thomas very seriously. He does 
not look very dangerous. 

But he is perhaps not so harmless 
as he seems to be. Some of the doc- 
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trines which he outlines at the dinner 
table in so quiet a manner are loaded 
with dynamite for long-established 
American institutions and policies. It 
is absurd to dismiss a leader of his 
ability without any effort to under- 
stand the transformations which he 
is planning for the society of which 
we are a part. Those who underesti- 
mate him may pay the penalty for 
their neglect. He does not resemble 
Isaiah, but he possesses some of the 
attributes of a prophet. 

A few weeks ago, I listened on the 
shores of a New Hampshire lake to 
an exposition of Tory principles be- 
fore an audience of thoughtful men 
and women. The speaker, evidently a 
“die-hard” reactionary of a fanatical 
type, condemned such measures as 
the graduated income tax, unemploy- 
ment insurance, and old age pensions 
as perilously radical and laid stress 
on the necessity of a narrow national- 
ism and a policy of America for native 
Americans, especially those of May- 
flower descent. His concern was 
mainly with finances, and he was, 
possibly unconsciously, making an 
appeal to class prejudices, trying to 
ally those who have with those who 
have not and confusing socialism with 
communism in a bewildering way. The 
lecturer, crisp in enunciation and for- 
tified by the old catchwords, was like 


one of the ancien régime in France 
before 1789, unaware of the mael- 
strom toward which he and his kind 
were being swept. So far as could be 
learned from his talk he was blind 
and deaf to human need. All he 
wanted was to reduce taxes. 

It is against such doctrinaires who, 
like Walter de la Mare’s “Old Jim 
Jay,” have “got stuck fast in yester- 
day” that Norman Thomas’s threat 
is directed. His creed is embodied in 
its essential phases in The Man With 
the Hoe of Edwin Markham. Instead 
of ignoring his comments on capital- 
istic society those of us who are not 
Socialists will do well to heed what 
he has to say. It may be that he can 
teach something to his opponents— 
something which may help them to 
avert catastrophe. 

Paul Hutchinson has said recently 
that Mr. Thomas is “the best- 
informed, deepest-thinking, and most 
morally courageous political leader 
now playing a major roéle in our na- 
tional life.” This is probably exces- 
sive praise. But a political leader who 
stands on a platform declaring for the 
elimination of war, of poverty, and of 
social injustice cannot be regarded 
without respect, especially when he 
combines logic with eloquence and 
clarity with persuasiveness. It will 
not be astonishing if he polls 2,000,000 
votes in November. 





As the South Sees It 


By JULIAN HARRIS 


{In the following article Mr. Harris, in 
an unusually frank and racy manner, 
describes the attitude of the South to- 
ward current political and economic prob- 
lems. A son of Joel Chandler Harris, he 
is one of the best-known Southern edi- 
tors, though he has also worked on news- 
papers in New York and Paris. In 1925 
he won the Pulitzer Prize ‘‘for the most 
disinterested and meritorious service’’ 
rendered by an American newspaper man, 
Mr. Harris is now on the staff of The 
Atlanta Constitution.] 

Ny American who gives intelli- 

gent consideration to the prob- 
lems which are part and parcel 
of the present economic stagnation is 
in a forlorn minority in his own sec- 
tion. Certainly this is true of the 
South, and it logically may be added 
that his views are not in harmony 
with those of his pew-fellows. For, 
despite its regional distinctiveness in 
matters social and cultural, the South 
possesses no clearly defined pattern 
of thought on questions of politics 
and economics. This situation may be 
attributed to the fact that the South’s 
thinking is done against an agrarian 
background, while its present trend 
is toward industrialism. This circum- 
stance provides a conflict which nul- 
lifies progressive thought. 

In the South, however, there is a 
unity too often based on prejudice. 
Whether the South has more and 
stronger prejudices than other sec- 
tions is a matter for conjecture. A 
person living in the mid-West or on 
the Pacific Slope might hold the opin- 
ion that his own section is as suscep- 
tible to uncontrolled prejudices as the 
South, but the unanimity is likely to 
be less since the West and West coast 
are neither homogeneous nor as bound 
by identical customs or traditions as 
the Southern States. 


When race prejudice and religious 
bigotry blaze, the South acts in uni- 
son. In the matter of religious bias it 
is necessary to hark back only four 
years, when hundreds of thousands 
of Democrats, the large majority of 
whom will not vote a Republican 
ticket again, abandoned their party 
simply because Alfred E. Smith was 
a Catholic. Led by the infamous 
masked Klan and encouraged by over- 
wrought pulpiteers, this hegira to the 
Hoover ranks was rationalized as a 
mass fear that the country suddenly 
would be filled with saloons if the 
Democratic nominee won. The thin- 
ness of this excuse for deserting the 
party was bared this past Summer 
when the Democratic Convention 
adopted a plank so wet that Smith’s 
proposal in 1928 now resembles a fee- 
ble acquiescence which might have 
been dictated by the Anti-Saloon 
League. Further confirmation of the 
assertion that religion and not pro- 
hibition transformed Democrats tem- 
porarily into Republicans will be had 
on Nov. 8, when not one of the so- 
called Solid-South States which went 
for Hoover in 1928 will be carried 
by Republicans. 

It would be futile to discuss in de- 
tail the race prejudice which exists 
in the South, but it requires mention 
because it is shifting its axis. The 
feeling of the majority of the whites, 
where the Negro is concerned, began 
in ante-bellum days and consisted of 
mingled prejudices. Among the slaves 
the field hands were well fed and well 
cared for, while those whites who 
were without property were often rag- 
ged and hungry. Those slaves whose 
duties kept them in or near the 
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“big house” on the plantation ab- 
sorbed the opinions and manners of 
their masters and looked down on so- 
called “po’ whites.” Reconstruction 
days, readjustment days and then the 
battle for existence followed. Since 
those days the South has taken it for 
granted that the Negro is the inferior 
race. 

The South lynches, but the lynch- 
ings are growing fewer, just as the 
causes or excuses for these indefen- 
sible murders are becoming more di- 
verse. This is, as I have said, because 
of a shifting in the racial relations. 
This shifting has taken the cruel path 
of increasing economic rivalry, a 
status which, between nations, leads 
to senseless warfare. Justice is grow- 
ing more color-blind, but if economic 
rivalry, sharpened by the failure of 
our widely advertised big business 
minds and excessively exploited Re- 
publican “poverty abolishers,”’ does 
not make successful war against the 


present crisis eventually it may turn 
out that the attempts of the Black 
Shirts* to put whites in jobs held by 
blacks and the brutal assassination of 
Negro firemen in Mississippi were the 
sinister prelude to a recrudescence of 


jungle ways. Further evidence that 
the antagonism toward the Negro is 
taking an economic turn was provided 
when the majority of the weeklies 
and small dailies in the South did not 
attack Hoover for inviting six Negro 
politicians, men and women, to his ac- 
ceptance speech tea party. When 
President Roosevelt, some twenty-five 
years ago, invited the most eminent 
Negro educator, Booker T. Washing- 
ton, to take luncheon with him, the 
South roared its disapproval. 

But if there is no marked congruity 
in the Southerner’s thoughts on polit- 
ical and economic problems, the 


*An organization secretly founded in 
Atlanta in 1930 which functioned without 
a charter, authority to operate as an or- 
ganization being denied by the courts. Its 
aims were to intimidate employers of 
Negro labor into discharging the colored 
workers and replacing them with whites. 


South remains the most homogeneous 
section in the United States; and this 
homogeneity enables it more than any 
other part of the country to react as 
a section, although the unanimity of 
its reactions is less marked than be- 
fore the Civil War and up to 1885 or 
1890. Until forty years ago the 
mores of the South greatly influenced 
its attitude on political and economic 
questions as well as social and cul- 
tural affairs. Today, as Louis I. 
Jaffe, editor of the Norfolk Virginian 
Pilot, recently said, the South’s atti- 
tude toward politico-economic prob- 
lems is determined not regionally but 
occupationally. For example, the 
Southern farmers—I am quoting Mr, 
Jaffe—“harbor the same class resent- 
ments against Wall Street, protection- 
ism and Federal centralization as are 
manifested by Western and Northern 
farmers, with the difference that the 
Southern farmer, being as a class 
poorer in education and therefore less 
armed with intellectual controls, is 
not so likely to think clearly about 
these objects of his resentment and 
more likely to parrot the judgments 
of the nearest accepted political 
prophet.” And Mr. Jaffe is of the 
opinion that the farmer is no differ- 
ent from “the Southern masses, which 
are sheeplike” in their tendency to 
adopt the views of their political 
leaders. 

That the South’s distinctiveness is 
being dissipated by the spread of in- 
dustrialism is the opinion also of 
Mark Ethridge, young associate edi- 
tor of the Macon (Ga.) Telegraph. 
Mr. Ethridge believes there is as yet 
—though increasing — little more 
than a crevice between the industrial 
mind and the agricultural mind of 
the South, because the middle classes 
of the manufacturing cities came 
largely from agricultural communi- 
ties; and that this agrarian heritage, 
however diffused, still conditions 
their thinking. Both Mr. Jaffe and 
Mr. Ethridge share the belief that 
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the South’s thinking is affected 
largely by its pietistic resistance to 
worldliness; and the latter inclines 
to the belief that a large proportion 
of the masses regards the present 
economic crisis, while of Republican 
origin, as something inevitable— 
God’s will—and therefore to be ac- 
cepted with a shrug of hopeless 
shoulders. This attitude is encour- 
aged from the pulpit, where ministers 
too eloquently intimate that the de- 
pression is a blessing in disguise or 
the Lord’s punishment for some vague 
sin or plain extravagance. 

The Southern masses, it seems to 
me, are not very much different from 
those of other sections in desires and 
hopes and their reaction to prejudices, 
though it is true that their desires 
and hopes may be limited by their 
narrow environment and, often, by 
their lack of education or imagina- 
tion, and their prejudices seem more 
intense. This, however, is true: the 


Southern masses have for so many 
years lived under the “Solid South” 
complex that they use it as a sort of 


shell into which they retreat. The 
defeat of the South, the brutality of 
the Reconstruction days, and the 
heart-breaking struggle to re-estab- 
lish their section—all have combined 
to impress the South with a sense of 
isolation; and its subsequent success, 
despite the staggering burden put 
upon it, imbued the people of this 
region with a justified pride in their 
achievements. We still turn our eyes 
too often to the past and, having per- 
mitted our pride to become stiff- 
necked, have accepted our relative 
poverty and homogeneity as guerdons 
for keeping the faith. 

Here, in space all too limited, is 
a mosaic of the mental processes and 
background of the Southern masses, 
which must be understood in order 
that the Southerner’s reactions to 
present-day problems may receive a 
sympathetic reception. There is one 
situation which he does not control, 


but which has had a hindering in- 
fluence on his mental and spiritual 
development—a lack of leadership in 
the South today as contrasted with 
the honest, informed and courageous 
leadership which lasted for genera- 
tions but ended shortly after the close 
of the Reconstruction period. 


The Southern masses in the past 
always leaned heavily upon those 
wise and honest men whose eloquence 
charmed, and whose courage inspired 
their followers. In Georgia, the last 
of these leaders were Stephens, 
Toombs, Hill, Colquitt, Grady—yes, 
even the fiery Thomas E. Watson; 
although many of the steady South- 
erners think Watson led too seldom in 
the right direction. But Watson had 
courage and inspiration; and he won 
the faith of the masses. 

The Southern masses find little to 
enlighten them when political discus- 
sions relate principally to personali- 
ties, but in at least one instance they 
have formed their own opinion. This 
reference is to the bonus payment pro- 
posed by Senator Patman of Texas. 
On this subject Southern thinking is 
not particularly influenced by the 
newspapers, which, in the main, have 
opposed the immediate payment pro- 
posal of vox populi politicians and 
their allies, political cowards. 

Southerners, not directly interested 
in any money that would be mulcted 
from the government, think somewhat 
along the following lines: When the 
Confederate soldiers returned to their 
homes after more than four years of 
fighting and privation, they were in 
rags; what property they had was 
gone and the currency of their devas- 
tated country had no value. But the 
men of the South had valiantly served 
the Confederacy, and with stanch 
hearts they set about to re-establish 
their section. Did the soldiers of the 
South demand a bonus? Did they ever 
receive one? No! Instead, the Fed- 
eral Government put on Southern sol- 
diers a share of the burden of paying 
pensions to the victorious soldiers, 
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who returned to homes untouched by 
war. The South not only paid and is 
paying its share of Federal pensions, 
but as the uncomplaining, ‘“non-bo- 
nused”’ Confederate soldiers sickened 
or became aged, the South added to 
its Federal pension burden a State 
pension for its war-worn but undaunt- 
ed veterans. Therefore, the South is 
not particularly interested in the bo- 
nus-seekers, for it knows there are so 
many others, victims of Republican 
prosperity, whose penury is as piti- 
able and deserving of aid as the needi- 
est among the war veterans. 

The South, furthermore, save in 
that tragic lapse when it was emo- 
tionalized into aiding the Eighteenth- 
Amendment putsch, earnestly and 
honestly opposes Federal interference 
with rights of the State or of the in- 
dividual. That being true, what does 
the South think of the so-called dole, 
as proposed in the Costigan-La Fol- 
lette bill? Of the newspapers in the 
South, I feel sure that the majority 
Doubtless the ma- 
jority of  politicians—ward, city, 
county and State—do not favor a 
dole, though many of them favor the 
bonus, or are silent; for the World 
War veterans are organized, while the 
equally hungry, unemployed non-vet- 
erans are not organized. It also is 
true that the South, after a fashion, 
has become inured to short rations. 
Its masses have never been submerged 
by any of the pre-Hoover prosperity 
waves. Asa matter of fact, there are 
in the South many, many persons, 
both white and black, who even in 
good times are dependent on generous 
neighbors, so that an extra turn of 
the screw does not materially increase 
the pangs they already have felt. The 
tenant farmer must be carried along 
somehow; and it is to be doubted if, 
among the Negroes who ask for food, 
one in a hundred goes away empty- 
stomached. Certainly there is no re- 
cent record of a Negro starving in the 
South. Obviously, too, the unem- 
ployment situation in the South is 


oppose the dole. 


ameliorated by two important facts— 
first, its climatic conditions, and, 
second, the relatively small number 
of large cities. These two factors 
have kept the question of the dole 
largely within the bounds of rhetoric 
so far as the Southern masses are con- 
cerned. 


It is an easy step from talk of the 
dole to the Federal Farm Board 
and its futile star-chamber efforts to 
stabilize prices. The South has no 
faith in the Federal Farm Board, and 
would like to see it abolished at the 
earliest convenience of the next Presi- 
dent. When cotton was 17 cents, the 
Farm Board advised the South to hold 
it. Cotton dropped. The panic-stricken 
board immediately offered to lend 
money on it at a valuation of 16 
cents a pound. What happened is 
history, too recent and too sad to 
repeat in detail. 


As an example of Southern opinion, 
it is well to quote Raymond Brattain, 
a Mississippi planter, who testified 
last August at a hearing conducted in 
Memphis by the Shannon Congres- 
sional committee, which was endeav- 
oring to discover if, and how, the 
government is competing with private 
business. Mr. Brattain vigorously 
attacked the entry of the Federal 
Farm Board into the cotton and 
wheat markets. He added: “Not 1 
per cent of the farmers helped by the 
government are any better off than 
they would have been otherwise. * * * 
I oppose any form of government aid 
in production and selling.” In New 
Orleans a few days later Walter 
Parker, of that city, told the Shannon 
committee, “there has never been, in 
the history of the world, a parallel to 
the Farm Board or its extravagant 
waste of money in a foolish, ill- 
starred and, from the start, hopeless 
attempt to reverse the economic 
wheels of the world.” 


Briefly, the Southern farmer be- 


lieves that the Farm Board’s activities 
have been injurious to the point of dis- 
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aster. The net gain of the farmer is 
the loss of an illusion concerning the 
effectiveness of government control. 
The boll weevil did a better job. Let 
me hasten to add that the Southern 
masses, the majority of whom are 
agrarians in their way of thinking, 
are not opposed to government regu- 
lation; they would have applauded 
the Farm Board if the price of cotton 
had gone up 50 per cent. The South 
wants to see increased regulation of 
business, and this sentiment is in line 
with that of all agrarian States. 
While the Southerner may applaud 
his favorite politician when the latter 
assails government supervision, at 
heart that listener desires no relaxa- 
tion of Federal supervision—except 
where it appears to be against his 
own selfish interests. Which, after 
all, is human. 


The tariff, although a tax, comes 
under the heading of government 
regulation in the mind of the masses. 


Undoubtedly the majority of South- 
erners believes in a relatively low 
tariff as a matter of sound public 
policy. Not many free traders are 
left, and the high-protectionist mi- 
nority tends to increase. This, too, 
is the opinion of Grover Hall, editor 
of the Montgomery (Ala.) Advertiser, 
who says that the average man in the 
South is passive on this question be- 
cause he is not sure on which 
side the South’s bread is buttered. 
Ethridge, Macon editor, believes that 
while the South always made great 
pretenses about the tariff, it has al- 
ways been inconsistent; that it will 
shout to the heavens about the in- 
iquity of the Smoot-Hawley rates, but 
that the views of Senator Barkley are 
satisfying. In fine, the South wants 
certain rates for itself—on peanuts 
and their products; on cotton goods 
and oils which compete with cotton- 
seed oil; on clay and lumber. 


An interesting anomaly in the 


tariff bugaboo is that citrus fruits 
make Florida and California nearer 


neighbors than are Florida and Geor- 
gia; Louisiana, with sugar cane, is 
next-door to Utah, Colorado and other 
beet-raising States; wool entices 
Texas into the Western orbit; Ala- 
bama and Tennessee adjoin Pennsyl- 
vania and Illinois with coal and iron; 
and Georgia and the Carolinas and 
the New England States are bound 
together by the textile industry. 
Log-rolling finds few obstacles in 
conditions as those just cited; and 
dissenters are an innocuous minority. 


What of the Reconstruction Fi- 
nance Corporation? The South be- 
lieves that the Republicans put over 
a fast one, and that Senator Glass 
went out on a called third strike. The 
Southern masses believe that a “plu- 
tocratic Republican oligarchy” hood- 
winked Congress and loaded the com- 
mon people with new taxes in order 
to line the pockets of Wall Street, the 
Stock Exchange and stock and bond 
investors; and gave large funds at 
low interest rates to over-liquid 
banks, bloated insurance companies 
and mismanaged railroads. “And 
what about that secret loan of $80,000,- 
000 to Hell-an’-Maria? Yes, sir, the 
Southern taxpayer has been hit again 
by the Federal Government.” The 
Southern masses believe just that, 
and their belief is confirmed when 
a youthful Georgia Governor, running 
for the United States Senate, tells 
them that they are being crushed by 
Federal taxes. An interesting but 
false picture, since North Carolina 
is the only Southern State that pays 
more to the Federal Government than 
it receives from it. Georgia, I be- 
lieve, paid $4,413,130.16 to the Fed- 
eral Government in 1931, and that 
same year took $8,079,038.21 out of 
Uncle Sam’s till. 


The South rails at Wall Street and 
that fascinating Sodom and Gomor- 
rah of American cities, New York; 
and then plunges into the stock mar- 
ket and makes the metropolis its en- 
tertainment headquarters. The South 
assails the East and abuses its so- 
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called predatory methods, and after 
that does most of its buying in the 
marts of Manhattan. Shortly after 
the Civil War, Southerners made Bal- 
timore their trading headquarters, 
but soon shifted to New York. The 
Southern masses detest and distrust 
Tammany, and many think it is a 
Catholic organization, but they re- 
member from time to time that Tam- 
many was the first to give aid and 
comfort to the people of the defeated 
section. Despite the apparent lack of 
common political ‘interests between 
the South and the East there is a 
bond between the two sections which 
some one versed in folk-ways might 
discover. Years ago a noted South- 
ern writer asserted that he found the 
people of Boston very much like those 
of Atlanta; and the fact that Raw- 
sons, Boyntons, Coolidges, Atkinsons, 
Swifts, Kyles and Gordons are found 
alike in New England and Georgia 
seems to substantiate his statement. 
No, despite their bond of agrarian 
sentiment, the South and the West are 
not nearly so closely identified as the 
South and the East. 


What of the South and prohibition? 
In simple truth, the South intended 
prohibition for the Negro only. Then 
it became a religious dogma. And, as 
church membership and attendance 
are cachets of value, socially and in 
business in the South, when the pulpit 
decided to add the control of cus- 
toms and manners to its supervision 
of things spiritual and things moral, 
that settled temporarily the fate of 
intoxicating beverages. The rural 
sections are satisfied with prohibi- 
tion, as it affects them but little. 
Many bootleggers find their best corn 
liquor on farms. But the South is 
fed up on political pulpiteers. The 
frenetic stage of bone-dry emotional- 
ism is as dead as the ashes of yester- 
day. The trend here is definitely 
against prohibition, and the South 
would like to take its liquor and its 
religion straight once more. 

If discontent, rightly directed, is 


benign, then there is hope that in the 
next generation the South may wit- 
ness a renaissance of real leadership. 
For there is in this section a minority 
opinion which no longer reverences 
the icons of tradition or the taboos 
against independent thought and ac- 
tion. In this minority group are a 
number of editors of newspapers— 
large and small—university gradu- 
ates and college professors. There 
are few colleges in the United States 
more liberal or more enlightened than 
Emory University in Georgia and the 
University of North Carolina. 


This minority group in the South 
believes hypocrisy and venality are 
the hall-marks of the present scheme 
of things. It believes that the 
methods of big business are based on 
greed and that the rugged individual- 
ism, vaunted by a _ two-car-garage 
President, collapsed in the face of a 
crisis and is now pleading to be held 
in the protecting arms of a paternal- 
istic government. It is dispirited by 
the thought of 13,000,000 jobless per- 
sons being fed on platitudes. 


And what of Congress! It is so 
spineless than even one of its most 
prominent members, Representative 
Tilson, of} Massachusetts, assails its 
cowardice. And members of both the 
Senate and the House have been re- 
vealed as rendering inexcusably large 
expense accounts and grabbing un- 
earned railroad mileage, while nepo- 
tism is their hobby. It is difficult to 
say which was more sinister, the 
subservience of Congressmen to the 
commands of predacious Grundyism 
or their terror when threatened by 
the prelates of prohibition. 


This Southern minority believes that 
Coolidge egged on speculation with 
cheering platitudes of the “‘Don’t-sell- 
America-short” type, and the misled 
sheep scampered back to the shearers. 
Hoover and Mellon accelerated the in- 
sane plunging, and then displayed the 
depth of their ignorance or their cal- 
lousness by unfounded predictions 
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that the economic recovery would be 
immediate. 

The Southern minority has been 
made cynical by the blundering vacil- 
lations of the present administration 
and the eagerness with which the 
public gives ear to bankers and manu- 
facturers who have been unable to 
contribute a single idea which did not 
involve government aid for the 
rugged-individual boys. When the 
depression fire blazed, big business 
attempted to put it out with gasoline. 
First, the trouble was caused by 
overproduction, so hundreds of men 
were discharged; second, the trouble 
was underconsumption, and the nos- 
trum used was the summary dis- 
charge of more workers and addi- 
tional cuts in the wages or hours, or 
both, of those kept in their jobs. 

The next step was to call on the 
frightened, salary-slashed workers to 
“contribute until it hurt’”’ so that the 
Community Chests might care for the 
underconsuming victims of over- 
Under such remedial 


production, 
schemes the purchasing power of the 
middle class continued to decrease 
while underconsumption flourished. 
Then the administration and the 
banks, which a few months before 
had insisted it was “stylish to be 


thrifty,” urged the panic-stricken 
workers to “spend until it hurt,” and 
accused them of hoarding, a crime in 
which financial institutions partici- 
pated. There must have been a 
Jovian roar of laughter somewhere, 
but its sound was drowned by the 
sobs of despairing men and women, 
and the cries of hungry children. 

Let me set down briefly a few of 
the opinions of this minority group 
in the South: 

The Bonus—It thinks the “Cash 
Crusade” was an unfortunate mistake 
of despairing men, and Hoover's 
brutal handling of the situation was 
almost criminal. Why not force all 
lobbyists to live in tents on the out- 
skirts of Washington? 


Railroads—Lack of vision on the 
part of railway management led large- 
ly to the present railway collapse. 
The economic crisis emphasized it. In 
the early days the railroads fattened 
on government subsidies and indulged 
in every form of rebate. Despite the 
aggressive competition, they have 
shown no initiative in twenty-five 
years. They now must surely know 
how the stagecoach felt when the 
“iron horse” snorted past. 

Shorter Work-Week—There is noth- 
ing radical in the proposal to have 
fewer hours and a shorter week. The 
movement had its first victory in 
England in 1802 when a factory act 
provided that children under 9 
years of age could not be employed 
and those over that age should not 
be forced to work more than twelve 
hours a day. Employers bitterly 
fought this reduction in working 
hours. Twenty years later—in 1822 
—agitation for shorter hours began 
in America and the industrialists op- 
posed every effort of the workers to 
modify the “sunrise-to-sunset” rule. 
It was a hundred years before the 
eight-hour day finally was estab- 
lished. The present movement for 
fewer hours and a shorter week is 
likely to succeed more rapidly, for it 
will help get industry out of its abyss. 


Tariff—It is not only a concealed 
tax which amounts to a subsidy to 
manufacturers, but the present sched- 
ules have contributed largely to the 
depression in the United States. As- 
sertion that the tariff is the bulwark 
of the American scale of living is a 
half-truth. If labor were not organ- 
ized it would get not even the small 
share it may now receive from such 
monumental tariff-grabbing concerns 
as Mellon’s aluminum trust. The in- 
adequate wages received by unorgan- 
ized mill workers in the South reveals 
the truth of the foregoing assertion. 
Meanwhile, there were 1,236 Ameri- 
can branch plants abroad in 1929. 
From 1928 to 1931 there were 270 
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American plants built in Canada and 
Europe. The farmers, crushed by 
the tariff, could not go abroad even 
at the reduced rates offered by steam- 
ship lines. 

The Dole—The unemployed and 
hungry World War veterans are no 
more entitled to a bonus payment now 
than are the other suffering unem- 
ployed. But if a nation can send men 
to the front line to lose their lives, 
should not all civilians be kept alive 
and well fed until they are called to 
arms? 

Foreign Debts—Despite all the po- 
litical eloquence against cancellation 
or reduction—oratory for re-election 
purposes—it is obvious that there will 
be reduction or cancellation on terms 
which may benefit the whole world. 

World Court—The minority group 
in the South favors the acceptance of 
the World Court with the reservations 
agreed on. 

World Peace and Disarmament— 
Both are regarded as essential to fu- 
ture world progress. 


Russia—There is every reason why 


Russia should be recognized. The 
Hoover Administration recognized a 
new government in a South American 
State within forty-eight hours of the 
overthrow of the old. The newly 
recognized government collapsed in 
less than a week. Soviet Russia’s gov- 
ernment has proved more stable than 
that of either Italy or Spain. 

Public Utilities—Their grip on the 
public must be broken and holding 
companies dehydrated. Until those 
things are accomplished the pillage of 
the innocent investor will begin again 
and the consumer will continue to pay 
unjustly high rates. 

Banks—More rigid control to pre- 
vent high financiers from forcing 
worthless securities on the banks of 
the country to peddle to innocent in- 
vestors. Depositors must be more 
fully protected and banks prevented 
from giving aid to speculative orgies 
which create a specious prosperity. 


Briefly, the Southern minority opin- 
ion is liberal. It is not frightened by 
the over-used Red-Communist scare, 
because it knows that while industrial 
workers strike, they not only do 
not make revolutions but have no na- 
tional coherence, even at the polls. It 
is the agrarian who is the real revolu- 
tionist. His history is one of change 
and innovation in party and coopera- 
tive schemes. Witness the Greenback 
party, the Granger movement, the 
Farmers’ Alliance, Populism, the 
Farmer-Labor movement and _ the 
Non-Partisan League. It should not 
be forgotten that America was an 
agrarian country in the Revolutionary 
period and that the fighting rebels of 
the Civil War came from farms. 

What saddens the minority group 
in the South is to see men like Dr. 
Nicholas Murray Butler, Senator 
Borah and William Allen White take 
definite stands and then apparently 
turn tail and flee. In 1928 William 
Allen White bitterly opposed the 
nomination of Hoover, and char- 
acterized him as resembling a “nice 
fat capon.” Then he enthusiastically 
supported the Hoover-Curtis ticket. 
Borah took a courageous stand on 
prohibition and the question of debts. 
But he does nothing to help prevent 
the election of the man whose policies 
are anathema to him. Dr. Butler, ac- 
tually one of the best minds and most 
courageous spirits in America, is 
frank and outspoken in opposition to 
Republican policies. And then his re- 
volt simmers down and he is silent 
again until after the election. 

Perhaps the minority group, like 
the little girl who went to school for 
the first time, expects too much to 
happen at once. When the child re- 
turned home from the first day’s les- 
sons, her mother asked her what she 
had learned. “Nothing, I guess, 
mother; I’ve got to go back tomor- 
row.” 

“Tomorrow, and tomorrow; and— 
tomorrow!” 





America’s Far Eastern Diplomacy 


By TYLER DENNETT 
Professor of International Relations, Princeton University 


wo of the simplest and most wide- 

ly accepted rules for the practice 
of diplomacy are: (1) Avoid the use 
of such words as “never” and “al- 
ways”; and (2) Do not be in a hurry. 
That is why diplomacy is rarely dra- 
matic—or popular. Avoiding the state- 
ment of abstract principles, and avoid- 
ing also the precise definition of ob- 
jectives, diplomacy usually makes 
little appeal to the popular imagina- 
tion. The famous Stimson note to 
Japan of Jan. 7, 1932, was dramatic, 
and popular, because it ignored at 
least one of these rules and was a 
declaration, in addition, of general 
principles. 

The American Government, that 
note said (see CURRENT History, Feb- 
ruary, 1932, page 755), “cannot ad- 
mit” the legality of “any” situation in 
the Far East which “impairs” the 
sovereignty, independence, territorial 
or administrative integrity of China, 
or the Open Door. Furthermore, the 
United States “does not intend” to 
recognize “any” situation brought 
about by means contrary to the Pact 
of Paris. The words “never” and “al- 
ways” are implied. 

That these statements on behalf of 
the American people were generally 
popular not only in the United States 
but also in Europe is a matter of com- 
mon knowledge. They were received 
as were the Hay Open Door notes of 
Sept. 6, 1899— another statement of 
general principles which, as elaborated 
the following year, in the circular of 
July 3, 1900, violated the two elemen- 
tary rules of diplomacy referred to 
above. 

As in the case of the Hay note, so 
with the Stimson declaration, foreign 


offices were reluctant to commit 
themselves to such sweeping affirma- 
tions. Nevertheless, on March 11, 
1932, after Secretary Stimson had 
prodded the powers by publicly re- 
stating his thesis to Senator Borah 
(see text in CURRENT History, April, 
1932, pages 58-60), fifty nations at 
Geneva, constituting the Assembly of 
the League of Nations, declared “that 
it is incumbent upon members of the 
League of Nations not to recognize 
any situation, treaty or agreement, 
which may be brought about by 
means contrary to the covenant of 
the League of Nations or the Pact of 
Paris.” 


This resolution was, perhaps, not 
quite as binding for the members of 
the League as the Stimson note for 
the United States, but in using such 
words as “it is incumbent upon mem- 
bers of the League” it was more posi- 
tive than any engagement John Hay 
was ever able to secure in reply to his 
notes. The resolution is even more 
definite in its assent to general prin- 
ciples than any acceptance President 
Wilson was ever able to secure for the 
famous “Fourteen Points’”—another 
departure from the accepted princi- 
ples for the practice of diplomacy 
which was dramatic and popular, but 
which now appears to have been 
hasty and not half so inclusive as the 
words at the moment seemed to in- 
dicate. 


The Stimson address of Aug. 8, 
1932 (for full text see CURRENT HIs- 
Tory, September, 1932, pages 760- 
764), delivered almost two months be- 
fore the presentation of the Lytton 
report and recommendations to the 
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League, reaffirmed the declaration of 
Jan. 7, and went one step further in 
disregard of an accepted axiom of di- 
plomacy. The American Secretary of 
State entered upon what has hitherto 
been a somewhat academic discussion 
of the status of neutrality in inter- 
national law, under the Pact of Paris. 
He subscribed substantially to an 
opinion, much debated in the univer- 
sities in the last three years, that 
neutrality in a war between signa- 
tories of the Pact of Paris disappears. 
He declared: 


“War between nations was re- 
nounced by the signatories of the 
Briand-Kellogg Treaty. This means 
that it has become illegal throughout 
practically the entire world. It is no 
longer to be the source and subject 
of rights [that is, the legal rights and 
duties of neutrals toward belligerents, 
and of belligerents toward neutrals]. 
It is no longer to be the principle 
around which the duties, the conduct, 
and the rights of nations revolve. It 
is an illegal thing.” 

In a conflict between two States 
where one or both have signed and 
then violated the Pact of Paris, said 
Mr. Stimson in substance, all other 
signatories have the right, the legal 
right (perhaps, in equal degree the 
duty), to intervene. In the case of 
Japan in Manchuria the intervention 
has been thus far purely moral, and 
verbal. ‘“‘We denounce them as law- 
breakers,” declared the Secretary 
without expressly naming Japan. But 
if Mr. Stimson’s legal interpretation 
is sound thus far, it is equally good 
for military intervention in the Far 
East, provided only that a signatory 
of the Kellogg Pact feels assured that 
there has been a resort to other than 
pacific means for the settlement of an 
international dispute. 

It does not necessarily follow that 
because the American Government has 
in this instance discarded the diplo- 
mat’s rules o’ thumb it has aban- 
doned statesmanship, but it does indi- 


cate that American policy in the Far 
East is now cut loose from many con- 
servative precedents and is sailing a 
sea which is largely uncharted. The 
American people are being presented 
with an inescapable issue which may, 
in time, require a more momentous 
decision than any made since the 
United States entered the World War. 
To Secretary Stimson’s address of 
Aug. 8 Count Yasuya Uchida, the 
Japanese Foreign Minister, on Aug. 25 
made a carefully considered reply in 
the Imperial Diet. (For full text see 
pages 126-128 of this magazine.) 
Count Uchida’s address had, in fact, 
a triple objective. It was an explana- 
tion to the Japanese as to why their 
government had not already recog- 
nized Manchukuo. It gave notice to 
the League of Nations that Japan 
would not tolerate interference in 
Manchuria, whatever might be the 
nature of the Lytton report. It was 
also clearly a response to Secretary 
Stimson’s address. Count Uchida 
promised the Japanese Diet “the early 
extension of formal recognition” to 
Manchukuo, and defended the pro- 
posed measure as “the only means of 
stabilizing conditions in Manchuria 
and of establishing conditions of per- 
manent peace in the Far East.” An- 
ticipating the Lytton report, Count 
Uchida observed that “in certain quar- 
ters a plan is being considered to 
reach a solution by patching up mat- 
ters for a moment by investing China 
in one form or another with authority 
over Manchuria. * * * The people of 
Japan can never consent to a solution 
of that kind.” The intervention in 
Manchuria, he declared, was “impera- 
tive,” and there was “no alternative 
other than to resort to measures of 
self-defense.” By inference Count 
Uchida swept aside all other proposed 
measures for the solution of the Man- 
churian question as “sentimental 
propositions and abstract theories.” 
On Sept. 2 the Japanese Foreign 
Office officially fixed Sept. 15 as the 
day on which the new State of Man- 
chukuo was to receive recognition 
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from Japan. The treaty of alliance, 
which is to be signed by the two gov- 
ernments and to constitute recogni- 
tion, will not be filed with the League, 
to whose approval Japan appears in- 
different. 


Count Uchida did not stop with a 
declaration of Manchurian policy. In 
China “the anti-foreign, especially 
anti-Japanese, movement continues 
unabated.” He predicted, without qual- 
ification, “further complications are 
likely to arise in the foreign relations 
of China” and closed his address by 
an indirect revival of the old Okuma 
theme of an Asiatic Monroe Doctrine 
under which “Japan, Manchukuo and 
China, as the three independent pow- 
rs closely linked together by the bond 
of cultural and racial affinities, will 
come to cooperate hand in hand for 
the maintenance and advancement of 
peace and prosperity of the Far East 
as well as for the peace of the world 
and civilization of mankind.” This 
hint of a future policy is mentioned 
because it serves to bring out the fact 
that the fundamental issue between 
Japan and the West is that of con- 
flicting cultures and _ civilizations. 


“Japan cannot close her eyes to any 
disturbances breaking out in any part 
of Eastern Asia, for dispeace cannot 
be permitted to exist side by side with 
the fundamental spirit of the Japa- 
nese Empire,” declares General Sadao 
Araki, the Japanese Minister of War 
and architect of the recent Japanese 
policy in Manchuria, in Kaikosha (the 
Japanese Army Club magazine). “It 
is therefore expected of every Japa- 
nese that he be ready both spiritually 
and materially to take his part in the 
duty of restoring peace even through 
resort to arms.” Evidently General 
Araki has little or no use for the cov- 
enant of the League or for the Pact 
of Paris as they may affect Eastern 
Asia; and as for the Nine-Power 
Treaty and the Washington Confer- 
ence, in which naval superiority in the 
Pacific was yielded to Japan, the Min- 
ister of War is speaking for a very 


substantial group of Japanese, who 
would be glad to dismiss the obliga- 
tions assumed if not the benefits re- 
ceived in 1922. 

“Our policy is already fixed,” de- 
clared Kaku Mori, formerly chief sec- 
retary of the late Seikyukai Cabinet, 
in an incendiary statement which the 
censor had to mutilate. “It must be re- 
membered that Japan will sooner or 
later come into collision with those 
who oppose her policy. The govern- 
ment will not be found unprepared”— 
here the censor cut the stenographic 
record. 


It will be recalled that Count Ishii, 
famous for the Lansing-Ishii agree- 
ment of 1917, in which the American 
Government stopped just short of ac- 
quiescing in an Asiatic Monroe Doc- 
trine, in his address of welcome to 
American Ambassador Joseph C.Grew, 
on June 21, 1932, issued the warn- 
ing that if the United States “ever at- 
tempted to prevent Japan’s natural 
expansion, then a grave situation in- 
deed would be created.” 

It must be perfectly evident that 
Japan is not bluffing. She feels that 
the powers, led by the American Gov- 
ernment, are gradually closing in on 
her and that in the near future she 
may find herself with her back to the 
wall. In such a contingency she is 
prepared to fight. The departure of 
the Lytton commission from Tokyo in 
July was followed by Japanese mili- 
tary excursions into Jehol, with the 
intimation that a major expedition 
might come after the harvest. Japan 
presumably intends to make Jehol 
definitely a part of the new Manchu- 
kuo. There have been provocative 
military demonstrations recently in 
Shanghai, Peiping, Tientsin and else- 
where. In imperious tones Japan has 
renewed her protest to China over the 
revival of the boycott. General Araki, 
acknowledged to be the most power- 
ful man in Japan today, has already 
cast his eyes beyond Manchuria into 
Mongolia. “There is every possibility,” 
he declared in the article referred to 
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above, “that Mongolia may prove a 
greater barrier to the way of Japan’s 
mission of peace and order than Man- 
churia has ever been.” 


Nor is Mr. Stimson bluffing. En- 
couraged by the fact that the Demo- 
cratic as well as the Republican plat- 
form contains approving paragraphs 
for the Pact of Paris and favors con- 
sultation among the signatories when 
the Pact is threatened, the Secretary 
of State evidently feels that he has 
behind him a fairly united public 
opinion which demands that wars 
shall cease and that the nations dis- 
arm. For the time being, at least, the 
question of the Open Door drops into 
the background. The American Gov- 
ernment is making an appeal to the 
aroused moral sentiment of the world. 
Karl Radek would doubtless say that 
economic considerations have been 
not dropped but merely draped with 
some more pious phrases. That the 
question of trade and foreign markets 
is bound to reappear there can be no 
doubt. Reports from Manchukuo al- 
ready indicate that the door for 
foreign trade other than Japanese is 
hardly more open than it is in Korea. 
The door will stand open facing a 
long corridor, namely, Japan, through 
which trade must pass before it 
enters very widely into Manchukuo. 
The Japanese Government is disclaim- 
ing responsibility for the action of the 
Japanese advisers in the puppet State. 
It will be difficult for Mr. Stimson or 
his successors in office to go behind 
such disclaimers so long as the United 
States chooses to ignore the Chang- 
chun Government. 


But for the moment the economic 
question is out of the picture. Presi- 
dent Hoover and Secretary Stimson 
have claimed the leadership of the 
pacifists of the world and evidently 
are bidding for a sufficient support 
to carry through a purely pacifist 
policy of non-recognition until Japan, 
bleeding to death in Eastern Asia or 
starving to death in Tokyo, yields to 
the coercion of moral forces. It is 


very much like the Wilson policy to- 
ward Germany save that, as yet, there 
is no hint of the use of any material 
force to bring pressure to bear upon 
the Japanese Junkers. 


Many have been puzzled to under- 
stand why the Japanese military have 
felt themselves so secure in this per- 
sistent defiance of the combined force 
of the League and American opinion. 
Some have sought to find the answer 
in the assumption that from Great 
Britain, France and Italy the Japa- 
nese leaders have had some assur- 
ances that in the show-down the 
American Government cannot expect 
from the great powers the unwavering 
support without which the Stimson 
policy must certainly fail. 


In Great Britain liberal opinion ap- 
pears to accept the American leader- 
ship, but it is equally clear that con- 
servative opinion does not accept it. 
Whatever Mr. MacDonald may have 
said to Mr. Hoover at Rapidan, it 
remains to be seen whether the for- 
mer could carry his present Cabinet 
with him in support of any policy 
which would permanently alienate 
Great Britain’s old ally in the Far 
East. 

Italy, in the long run, may have 
more to gain from the precedent of 
the American than of the Japanese 
policy, but Premier Mussolini is sure- 
ly an unstable reed for Mr. Stimson to 
depend upon to support a precedent 
that national self-defense is to be in- 
terpreted as narrowly as the Amer- 
ican Government now contends it 
should be. 

As for France, she depends upon 
Japan to hold the Eastern front 
against the Soviet Union, and certain- 
ly her immediate national interests 
will not be served by the creation of a 
strong Chinese republic. If the latter 
is to come it is likely to find its pat- 
terns of policy and organization less 
in France than in Russia, which 
France so much fears. France would 
find it difficult to support a policy 
which would result in the weakening of 
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the League by thewithdrawal of Japan. 

No doubt the Japanese leaders are 
well aware that in London, Rome and 
Paris they have not yet lost the ap- 
proval of very substantial friends. At 
the same time nothing has yet ap- 
peared to indicate that the powers in 
the League are actually engaged in 
double-dealing with the United States 
on the one hand and with Japan on 
the other. 


The inherent strength of the Japa- 
nese policy lies not in secret agree- 
ments with European powers, but 
rather in the essentially negative 
character of the American policy. The 
United States desires peace, but peace 
is a condition, not a remedy. Peace— 
this may seem shocking to many 
pacifists—is, or may be, without 


moral quality of any sort. It may be 
merely a condition enveloping an in- 
ternational situation which, in turn, 
may be either right or wrong or a 
little of both. 


The Japanese have put forward a 


remedy for a disorder which was per- 
haps worse than any which the Ameri- 
can Government has ever faced in all 
its political history, though probably 
the situation in Manchuria was not as 
bad as the Japanese have tried to make 
it appear. Not the slightest evidence 
has yet been produced that Japan in 
Manchuria in September, 1931, was 
like a householder who suddenly wakes 
in the middle of the night to find a 
pistol aimed at his head. If the Lytton 
commission fails to make this point 
clear it will forfeit some of the confi- 
dence which, as this is written, is re- 
posed in it. There should be no white- 
washing of the Japanese military. 


On the other hand, what is the rem- 
edy for the brutal, stupid, thieving 
Chinese war-lord who lacks even the 
tradition and the ideal of love of coun- 
try? The restoration of the status quo 
ante is no remedy, and Mr. Stimson 
has proposed no other measure. An 
international conference such as the 
one held in Washington in 1921-22, 
which evaded this very issue, is cer- 


tainly not promising. It all simmers 
down to the question of whether the 
members of the League or the inter- 
ested powers are prepared to go into 
Manchuria, drive Japan out and do 
the job which Japan has undertaken. 


Thus is disclosed the fundamental 
weakness of all peace machinery for 
the Far East. Modern world organiza- 
tion is being developed from the anal- 
ogy of the internal political organiza- 
tion of present-day States—law, courts, 
administrators. The analogy is weak 
all along the line, but when it comes 
to administrators it disappears com- 
pletely. Modern civilization h2s not de- 
veloped, does not even now contem- 
plate, an administrative agency which 
can carry out in Manchuria or in China 
the remedies which Japan may de- 
mand with as much propriety as Great 
Britain did in Egypt, France in Al- 
giers or the United States in Cuba, 
Mexico, the Caribbean or Central 
America. And, as has been abundantly 
demonstrated, the Chinese Govern- 
ment cannot effect the necessary 
reforms. 

The Chinese junk of state is almost 
as much in default to international so- 
ciety as is the Japanese War Office. 
It is rotten to the core. When the 
Washington conference was in session 
ten years ago the Chinese Government 
was merely a straw man created for 
the occasion in Washington and set up 
at the table to fill an otherwise vacant 
chair. The Chinese Government today 
is no better; it is a fortuitous con- 
course of unrelated atoms which 
changes from week to week. 

As this is being written the Lytton 
report is not yet published, but im- 
mediately after the return of the 
commission from Manchuria on June 
5, Lord Lytton is reported to have 
given a public hint as to the form of 
the report. He is alleged to have said: 
“As a result of our report and rec- 
ommendations the League will prob- 
ably say to the parties concerned, 
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Von Schleicher at Germany’s Helm 


By LupDWIG LORE 


OT since the exciting days when 
Kaiser Wilhelm fled before im- 
pending catastrophe has Germany 
presented to the world a situation so 
fraught with possibilities as that 
which today taxes the powers of the 
shrewdest political interpreters. Will 
the von Papen Government attempt 
the impossible by trying to rule with 
a Reichstag in which it controls less 
than 10 per cent of the votes? Has it 
the courage to face the incalculable 
consequences that lie in wait, if it 
should decide to govern with emer- 
gency decrees, leaving the Reichstag 
once more to mark time on the side- 
lines? Will it dissolve Parliament and 
risk a new election, knowing that 
popular support for its policies will be 
as much out of the question then as it 
is now? Or will it take the last step 
to a complete dictatorship of the mili- 
tary caste, relying on the great pop- 
ular appeal of the Hindenburg tradi- 
tion to smother what may remain of 
public resentment? The answer de- 
pends on the will of the man who is 
the brain of the present government, 
Germany’s “Man of Mystery”—Lieut. 
Gen. Kurt von Schleicher. 

This man is not a new figure in 
German politics. Since 1920 he has 
been the connecting link between the 
army and the government. Ministers 
have come and gone; army chiefs 
have ruled briefly and disappeared; 
but von Schleicher has always re- 
mained the irreplaceable expert in 
Germany’s inner politics. Never was 
there an absolutist police minister 
more thoroughly informed concerning 
all things. He is acquainted with every 
figure of consequence in the nation’s 
politics and knows how to handle 


them all, from the old-time Conserva- 
tive and the military monarchist to 
the Social Democratic Reichstag 
Deputy who may become a power to- 
morrow. No man in Germany has 
friendlier personal relations. This 
enigma of European politics, this 
“Tron Man of Germany,” is the petted 
darling of the social world, with scores 
of enthusiastic admirers and few inti- 
mate friends. His marriage two years 
ago was an event of first magnitude. 
He has that first essential of the suc- 
cessful politician, an instinctive grasp 
of human psychology, that irresistible 
something that makes for quick con- 
tacts. He is known for his amiable 
sense of humor and for his lack of 
personal vanity. He has political oppo- 
nents, but few personal enemies, for 
he has never sought the limelight, 
but has left to others the satisfaction 
that lies in popular acclaim and pub- 
lic recognition. 

Kurt von Schleicher was born in 
Brandenburg on April 7, 1882. He 
received the strictly military educa- 
tion of a young nobleman in a cadet 
institute and in 1900 entered the army, 
where he was assigned to the infantry 
regiment of Field Marshal von Hin- 
denburg and became intimately ac- 
quainted with the latter’s son. His 
advance was rapid. In 1913 he was 
made junior officer of the General 
Quartermaster’s staff. In this ca- 
pacity, with the exception of a few 
months in 1917 on the front in 
Galicia, he served during the entire 
war. Here Groener, after succeeding 
Ludendorff, found him and appointed 
him to his personal staff. In fact, 
until Groener’s retirement a few 
months ago, most of von Schleicher’s 
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military career was spent in the older 
officer’s immediate environment. 

General von Schleicher’s activity is 
bound up with the history of post- 
war Germany to a degree that makes 
it impossible to describe one without 
the other. Looking back over the de- 
velopments of the last thirteen years 
in the revealing light of the present, 
we can see, like a red line through a 
confusion of cross-purposes, the clear- 
sighted, tenacious efforts of this 
Reichswehr head, slowly replacing 
the existing, uncertain democratic 
government with a strong, conserva- 
tive, central authority. 


When the German Republic was 
born, a direct secret wire led from the 
Imperial Chancellery in the Wilhelm- 
strasse to the Supreme Army Com- 
mand at Spa. Over this wire Prince 
Max telephoned his demand for the 
Kaiser’s abdication. Over the same 
wire, a few weeks later, Friedrich 
Ebert, as People’s Commissar of the 
revolutionary government, discussed 
military measures against the Spar- 
tacists with General Groener, Thus 
was the tradition of the monarchy 
continued in the republic. It lay in 
Ebert’s hand to break with it. Here 
Germany’s tragedy begins. This secret 
wire is of symbolic significance. It 
bound Ebert and his colleagues to the 
representatives of the powers that 
had been and severed the ties between 
the workers’ republic and the revo- 
lutionary masses. In his book Vom 
Kaiserheer zum Reichsheer General 
Maerker, commander of the first 
volunteer Freikorps regiment in the 
young republic, tells of Ebert’s grati- 
fication over the return of organized 
soldiery to Berlin. “He struck Scheide- 
mann encouragingly on the shoulder 
as he watched our troops march by. 
‘All will yet be well,’ he said reas- 
suringly.” 

It was during this eventful period 
that Kurt von Schleicher came to the 
fore. He had been sent from General 
Headquarters on Dec. 9, 1918, exactly 


a month after the outbreak of the 
revolution, to confer with General 
von Lequis, Freikorps commander in 
Berlin, with instructions that in all 
doubtful cases the orders of the Gen- 
eral Staff were to take precedence 
over those of the People’s Commis- 
sars. To Ebert he went with the mes- 
sage that von Hindenburg and Groe- 
ner were determined, unless the Com- 
missars definitely disassociated them- 
selves from the domination of the 
Soldiers and Workers’ Councils and 
threw off the tyranny of Liebknecht 
and his friends, to draw the inevitable 
conclusion and to take up the fight on 
their own behalf. General Headquar- 
ters demanded that no quarter be 
given to Spartacist rebels and that 
the immediate execution of civilians 
bearing arms be ordered and carried 
out without mercy. 


On Dec. 20 von Schleicher again 
came to Berlin, this time in the com- 
pany of General Groener, to place the 
Freikorps at the disposal of the gov- 
ernment in its attempt to dissolve the 
Centralrat—the central executive 
body of the Berlin Workers’ Councils. 
The history of the Freikorps and their 
role in the revolution has yet to be 
written. Organized by professional 
military men of the old monarchist 
army, and made up of soldiers return- 
ing from the front—youngsters of the 
type Remarque so poignantly describes 
in his book, The Road Back—who 
knew no life but that of soldiering, 
these volunteer groups were a source 
of constant irritation and dissatisfac- 
tion to the General Staff. They served 
when and where and how they 
pleased. The Kapp putsch of 1920, for 
instance, was the direct outcome of an 
attempt by the government to dissolve 
the Ehrhardt brigade for its flagrant 
counter-revolutionary activity. Only 
a general strike of the workers saved 
the young republic from annihilation. 

Discouraged by their lack of power, 
von Hindenburg and Groener were 
ready at the end of 1919 to let things 
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take their course, in the hope that 
internecine strife would put a speedy 
end to the republic. But here they 
met with determined opposition from 
von Schleicher, who was supported by 
von Lequis and by von Seeckt, who 
had just returned from Turkey. Von 
Schleicher insisted that the solution 
lay not in disbandment, but in the 
coordination of the existing miltary 
units and their organization under a 
single authoritative head. It was not 
dfficult to convince the government, 
worn out by strikes and uprisings, of 
the wisdom of such a course. On June 
3, 1919, during the Weimar Constitu- 
tional Convention, a decree was is- 
sued ordering the establishment of 
what was to become the Reichswehr 
and inviting the officers of the old 
army and of the Freikorps to join. 

Von Schleicher was appointed sec- 
retary of the Reichswehr Ministry 
under Reinhardt, the first Defense 
Minister of the German Republic. 
Under his direction the new Reichs- 
wehr became a replica of the mon- 
archist army, control resting in the 
hands of its military leaders. The in- 
fluence of the civilian authorities was 
negligible. When Ebert—after the 
Hitler- Kahr episode—asked von 
Seeckt, “And the Reichswehr, Gen- 
eral? Does it stand with the govern- 
ment or with Bavaria?” he was an- 
swered, “The Reichswehr stands with 
me, Mr. President.” Never was the 
truth more baldly spoken. 

It was only natural that the influ- 
ence of the military machine should 
grow to even greater proportions 
under the von Hindenburg régime. 
Lieut. Gen. von Schleicher became the 
central figure of an extremely active 
and increasingly powerful military 
camarilla. His influence extended in 
every direction, The ex-Crown Prince 
is a regular visitor at his residence 
and von Schleicher is in constant, inti- 
mate contact with the entire Hohen- 
zollern family. He feels equally at 
home in the company of the wealthy 


post-war bourgeoisie and, moreover, 
as recently published correspondence 
between himself and the Social Demo- 
cratic Deputy Schoepflin shows, is 
hail-fellow-well-met among represen- 
tatives of the Left. 

In the Spring of 1929, at von 
Schleicher’s suggestion, a new office 
—that of Chief of the Reichswehr 
Ministry—was created, and to this 
post he was appointed. In this ca- 
pacity he superintended the political, 
the judicial and the defense divisions 
of the Ministry and was chief of per- 
sonnel. It was the purpose of this new 
office to relieve the army and navy 
heads from unnecessary participation 
in parliamentary sessions, but the 
constant contact with the Reichstag 
and its leaders, the intimate acquain- 
tance of its political ramifications and 
the daily verbal reports to the Presi- 
dent of the Reich that this post en- 
tailed gave von Schleicher extraordi- 
nary influence. 


Dr. Walther Schotte, one of the 
founders of the feudal Herrenklub, to 
which the leading figures of the pres- 
ent Cabinet belong, shows in his re- 
cently published The Papen-Schlei- 
cher-Gayl Cabinet to what extent this 
influence determined the course of 
German events. He tells of the clever 
manoeuvres by which von Schleicher 
elbowed the Social Democratic Chan- 
cellor Mueller out of office, how, at 
the perplexed question of President 
von Hindenburg—as he faced this un- 
expected situation—‘Who could be 
considered for the Chancellorship ?” 
it developed that General von 
Schleicher, without the knowledge of 
either von Hindenburg or Mueller, 
had already held numerous confer- 
ences with Dr. Bruening with a view 
to proposing him for that office. 

The appointment of the Bruening 
Cabinet, purged as it was of Socialist 
elements, still further solidified von 
Schleicher’s position in the Reich Gov- 
ernment. His demands for recogni- 
tion of the military camarilla he rep- 





VON SCHLEICHER AT GERMANY’S HELM 23 


resented became more and more im- 
portunate. For it he urged the inclu- 
sion of members of the “National Op- 
position”—the Nazis and Hugenberg 
Nationalists—in the government, a 
step that Bruening hesitated to take, 
fearing its influence on the outcome 
of the approaching Lausanne confer- 
ence. The dissolution of the Hitlerite 
Sturmabteilungen by Groener, whom 
Bruening, to von Schleicher’s great 
resentment, had won over to his point 
of view, precipitated a new govern- 
mental crisis. Groener resigned and 
von Schleicher surveyed the field for 
Bruening’s successor. He found the 
man in von Papen, and Bruening’s 
resignation became a mere formality. 
“The extraordinary historical re- 
sponsibility of General von Schlei- 
cher,” says Dr. Schotte, “cannot be 
overemphasized! Unless it is taken 
into consideration, one cannot hope to 
understand the background of this 
period. * * * He is one of the few out- 
standing personalities of our time who 
have had the courage of their respon- 
sibilities.” Von Schleicher’s sense of 
“responsibility” at times borders on 
arrogance. Dr. Bruening was sched- 
uled to deliver a public speech in 
Frankfort-on-Main during the last 
Presidential campaign in April. The 
Reichswehr chief demanded that he 
be given a copy of the speech before 
it was delivered, so that he might 
change it as he thought fit. That he 
could make such a demand and, above 
all, that the highest official in the 
German Government actually sub- 
mitted a résumé of his contemplated 
address for censorship, throws new 
light on the German Republic and re- 
veals characteristic indications of a 
growing militaristic dictatorship. 
Von Schleicher’s negotiations with 
the Nazi leaders during this period 
are a matter of public record. Hitler, 
Roehm, Strasser, Goehring and Frick 
were invited to frequent conferences 
at von Schleicher’s home, where they 
were also brought together with the 


ex-Crown Prince and other members 
of the Hohenzollern family and their 
Junker following. With the coming of 
the von Papen Government, these ne- 
gotiations assumed a more business- 
like aspect. The ban on the Sturm- 
abteilungen was lifted, the Nazi de- 
mand for the immediate dissolution of 
the Reichstag and a new election was 
granted, and the Socialist-Centrist- 
Coalition Government in Prussia was 
forcibly ejected by the Reich and re- 
placed with a nationalist dictatorship. 
With the exception of Gustav Noske, 
the Social Democratic Oberpresident 
of Hanover, every Socialist and Demo- 
cratic government, official of higher 
rank was dismissed or pensioned off 
and the vacated offices filled by Na- 
tionalist Conservatives. In return, the 
Nazis adopted a policy of toleration 
toward the von Papen Cabinet. 

But the Reichstag election, instead 
of promoting an understanding be- 
tween the government and the Hit- 
lerites, produced an entirely new situ- 
ation. The failure of the latter to gain 
an absolute majority strengthened the 
hand of the Junker militarists, whose 
economic interests are in many re- 
spects opposed to those of the middle- 
class Nazis. In their first stages these 
negotiations between the two groups 
were conducted by von Schleicher, 
submitted for formal approval to von 
Papen and finally sanctioned by von 
Hindenburg. It is doubtful whether 
General von Schleicher himself has 
decided on the road his government is 
to travel. That it will turn sharply 
against the Left, masking its deter- 
mination to inaugurate a military dic- 
tatorship under the cloak of paternal- 
istic democracy, is already evident. All 
indications point to an understanding 
between National Socialists and Cen- 
trists—the German Fascists because 
the mass of their followers demand 
immediate results and the Catholic 
Centrists out of fear of Protestant 
Junker domination—both in Prussia 
and in the Reich. In the Reichstag 
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as well as in the Prussian Diet such a 
coalition would make possible a con- 
stitutional majority government. 

Von Papen and von Schleicher are 
frankly disdainful of parliamentary 
rule. They regard democracy as a 
failure and attribute to its vacilla- 
tions the economic downfall that has 
overtaken Germany. On the other 
hand, they are acutely conscious of 
the fact that an open break with the 
Reichstag may be dangerous. Nor 
have their protestations for a super- 
party government deceived the public, 
which realizes that they represent a 
reincarnation of the old monarchist 
Conservative party. 

In its international relations the 
present government has even more 
strongly emphasized its militaristic 
aims. In his radio speeches, interviews 
and official notes von Schleicher has 
left no doubt as to his determination 
to rebuild Germany’s old military ma- 
chine. In a communiqué addressed to 
the French, British and Italian Gov- 
ernments he has demanded arms 
equality for Germany. He already 
speaks of conscription, of a moderni- 
zation of all branches of the service 
and of the fortification of Germany’s 
French, Belgian and Polish borders. 
There should be no difficulty in arriv- 
ing at an agreement with the Nazis on 
this program were it not for the divi- 
sion of power. 

The question thus resolves itself 
into a struggle between two would-be 
dictators, Adolf Hitler and Kurt von 
Schleicher, the former supported by 
a party machine 1,000,000 strong and 
an army of Brown Shirts of 500,000 
men which has more than once dem- 
onstrated its ruthless will to win, the 
latter backed by the forces of govern- 
ment, police and soldiery, by the pres- 
tige of its President and by centuries 
of tradition. In this battle for su- 
premacy Hitler will find von Schlei- 
cher no mean opponent. His is the 
face of a hard-hitting realist, a man 
who knows neither sentiment nor 


scruples, a man who, trained in the 
school of German militarism, knows 
no higher ideal than obedience to the 
State and duty to its sovereign. He is 
above all a soldier, with a soldier’s 
love for order and discipline and a 
soldier’s desire for centralization and 
unity of purpose. 

To men like von Schleicher the 
German Republic has been an unmiti- 
gated catastrophe. He has seen it 
humiliated before the nations of the 
world, has seen government after gov- 
ernment go down under the burden of 
intolerable reparations payments. An 
aristocrat to the core, he resented the 
“pampering” of the masses with so- 
cial services and unemployment in- 
surance by a bankrupt nation. To his 
conservative narrowness the new lib- 
eralism that expressed itself in mod- 
ern art and customs, its freedom from 
old religious and emotional ties, were 
all evidence of a national degeneracy 
that must and should be checked if 
the nation is to survive. Mentally he 
still lives in the age of Bismarck, in 
the spirit of its barracks. In his eyes 
it is the divine right of the ruler to 
suppress adverse opinion that, ac- 
cording to his lights, may threaten 
the integrity of the State, and to 
command complete and unquestioning 
service from each and every member 
of the national community. 

The conservatives of old Germany 
owed much of their power to the fact 
that they were astute realists who 
knew the importance of a concession 
at the right moment. Von Schleicher 
is doubtlessly one of the most intel- 
ligent and far-sighted of this class, 
a man whose past is proof of his 
ability to judge a situation at its true 
value and to rate his own power with- 
out emotion. It is not at all impossible, 
therefore, that, behind the present 
imperious attitude of his government 
toward the Nazis, negotiations are 
being carried on which may eventu- 
ally result in a von Schleicher-Hitler 
coalition. 





Did the Federal Reserve 
Play Politics? 


By J. M. DAIGER 


[The following article is based in part 
on hitherto unpublished facts regarding 
important decisions and events on which 
only few persons were informed at the 
time of their occurrence. The author, 
who spent twelve years as public relations 
counsel to banks and investment houses, 
has written on banking and financial sub- 
jects for several American periodicals.] 

HE failure of the Federal Reserve 

System to avert the 1929 stock- 
market panic, according to a theory 
that has lately been accepted both in 
the United States and abroad, had its 
roots in the 1928 Presidential cam- 
paign. The Federal Reserve authori- 
ties, we are told, were induced to pro- 
long the Coolidge bull market until 
Mr. Hoover was securely in the White 
House. To accomplish this they fos- 
tered an inflation of credit in 1927-28. 
When they sought to “correct the sit- 
uation” by their public warning and 
so-called direct-action policy in 1929, 
they found speculative credit beyond 
effectual control by the central bank- 
ing mechanism. They had waited too 
long. The political blight was fatal. 

Curiously enough, this theory was 
not put forward until after a lapse of 
four years, when another Presidential 
campaign was at hand. It did not, 
however, emanate from _ partisan 
sources, but as the interpretation of 
events of the period by disinterested 
publicists, notably Walter Lippmann 
in this country and Lieut. Commander 
J. M. Kenworthy in England. Their 
political charges seriously impugn the 
integrity of men in high public office 
and in the privately owned Federal 
Reserve Banks. 
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May, 1932, Commander Kenworthy as- 
serted that the American stock-mar- 
ket boom “was recognized as danger- 
ous by the governors of the Federal 
Reserve Banks and other financial 
leaders.” They desired, he continued, 
“to check this boom in 1927,” but did 
not do so because “there was a Presi- 
dential election coming in 1928, and 
tremendous pressure was brought to 
bear on the Federal Reserve Banks to 
do nothing, in the interests of the Re- 
publican party, to check the prosper- 
ity wave.” He made substantially the 
same statements in an article in the 
June issue of the Nineteenth Century 
(London). 


Mr. Lippmann gave a more circum- 
stantial account in the Redbook Mag- 
azine for June, 1931. “At the end of 
1927,” he said, “nearly two years be- 
fore the panic, it had become clear to 
the leading bankers that the country 
was building a house of cards upon a 
foundation of quicksand.” It was then 
“still possible for strong leadership of 
the American banking system to ar- 
rest the speculation,” but the leader- 
ship “had to come from the Federal 
Reserve Board in Washington.” “The 
board,” he added, “never put the 
brakes on hard. The reason is plain. 
It is a political board. In 1928 the 
country was to have a Presidential 
election, and any important move to 
stop speculation was bound to slow 
down business. The board did not 
have the courage to do that. The party 
in power was making great capital out 
of the apparent prosperity, and the 
board, which cannot help listening to 
the administration, did not dare to 
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wake the country out of its dream of 
endless fantastic profits. So the board 
refused to let the Federal Reserve 
Banks take the steps they desired to 
take to arrest the speculation. It evad- 
ed the proposals of the bankers and 
refused to act on the recommendation 
of its own Advisory Council.” 

Support for these political charges 
has come from within the Reserve 
System itself. Addressing the Minne- 
apolis chapter of the American Insti- 
tute of Banking a few months ago, 
Dr. Walter Lichtenstein, executive 
secretary of the First National Bank 
of Chicago and, for the last seven 
years, secretary of the Federal Ad- 
visory Council, said: “The fact is that 
the Federal Reserve Board did create 
an easy money market in 1927. * * * 
Whether or not their action in 1927 
was correct, the Federal Reserve au- 
thorities certainly did not reverse the 
movement quickly enough. * * * They 
allowed money conditions to grow 
ever easier here [United States], pos- 
sibly with an eye to the fact that a 
Presidential election was impending 
in 1928.” 

It is evident, in retrospect, that the 
huge credit-easing operations of the 
Reserve System in the Summer and 
Autumn of 1927 gave the decisive im- 
petus to speculative boom. It must 
therefore be conceded that, if Mr. 
Hoover could not have been elected in 
1928 except by this vigorous fillip to 
speculation—a doubtful hypothesis— 
Federal Reserve policy was the deci- 
sive factor in the fortunes of the Re- 
publican party and its candidate. But 
the policy was not determined or in- 
fluenced by political considerations, 
as is proved by decisions and events 
about which the public has been only 
partially informed or not informed 
at all. 

Before these events are related, two 
flagrant errors of the critics should be 
disposed of. First, it is a matter of 
common knowledge that in 1927 “the 
leading bankers’ were not issuing 
warnings or otherwise manifesting 


great alarm in the manner referred to 
by Commander Kenworthy and Mr. 
Lippmann. On the contrary, virtually 
the whole banking community in 1927 
and 1928 and well into 1929 was voic- 
ing a sanguine optimism. This received 
unmistakable confirmation in the se- 
curity loans and investments of their 
institutions. 

The only specific warning mentioned 
by any of the critics is what Mr. Lipp- 
mann calls the “historic statement” of 
the late Paul M. Warburg; but this was 
made on March 7, 1929—four months 
after Mr. Hoover’s election, three days 
after his inauguration, and one month 
after the belated warning broadcast 
by the Federal Reserve Board. Of the 
Reserve System’s operations through- 
out 1927, Mr. Warburg said in 1928 
that they did “equal credit to the 
strength of that system and to the 
sagacity and courage of its adminis- 
tration.” The state of business and fi- 
nance in January, 1928, caused him to 
“enter the new year with cheer and 
confidence.” 

As with bankers’ warnings that 
were non-existent in 1927, so with the 
refusal of the Federal Reserve Board 
to sanction a credit-restriction meas- 
ure to which Mr. Lippmann refers. 
This was the much-discussed discount- 
rate policy proposed by the Federal 
Reserve Bank of New York after the 
Federal Reserve Board had issued its 
warning and initiated the policy of 
“direct pressure” on member banks to 
reduce their speculative security loans. 
The “plain reason” for the board’s re- 
fusal to sanction the New York pro- 
posal, the principle of which was first 
opposed and then supported by the 
Federal Advisory Council, was not 
that there was to be an election in 
1928. The proposal was first made 
on Feb. 14, 1929, and was repeated in- 
termittently until May 23—a period 
ranging from three to six months af- 
ter Mr. Hoover’s election. Further- 
more, the board’s decision in this in- 
stance was not given under adminis- 
tration leadership, but under that of 
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Dr. Adolph C. Miller, one of the origi- 
nal and continuous members of the 
board, who was the author of its pub- 
lic warning and the proponent of the 
direct-action policy. Secretary Mellon, 
ex-officio chairman of the board, Gov- 
ernor Roy A. Young and Vice Gover- 
nor Edmund Platt, all Republicans, 
voted to approve the discount-rate in- 
creases applied for by the New York 
bank. The decision against approval 
was given by Dr. Miller, former Gov- 
ernor Charles S. Hamlin and George 
R. James, all Democrats, and Con- 
troller of the Currency John W. Pole 
and the late Edward H. Cunningham, 
Republicans. 

The momentous operations of 1927 
originated in a serious monetary strin- 
gency in Europe. The year had opened 
with the largest flow of gold to the 
United States for any month in three 
years, and the movement continued 
on a considerable scale for several 
months. When, in addition to this, 
the Bank of France suddenly began in 


the Spring to accumulate gold in large 
amounts, the countries that had re- 
cently returned to a gold basis, par- 
ticularly Great Britain, were placed 
under a severe strain. Among Conti- 


nental countries the strain was 
heaviest in Germany, and the Reichs- 
bank seized it as the occasion for 
abruptly curbing the great specula- 
tion that had been going on in that 
country for more than a year. One 
result was the “Black Friday,” May 
13, on the Berlin Boerse. 

These and other developments led to 
a series of consultations amongcentral 
bank executives in Europe, and then 
to a simultaneous and unprecedented 
visit to the United States by represen- 
tatives of the three largest European 
central banks. Dr. Charles Rist and 
Dr. Paul Ricard, deputy governor and 
chief economist, respectively, of the 
Bank of France, arrived in New York 
on June 28; Montagu C. Norman, gov- 
ernor of the Bank of England, and Dr. 
Hjalmar Schacht, president of the 
Reichsbank, traveling together, ar- 
rived on July 1. 


Benjamin Strong, who was gover- 
nor of the Federal Reserve Bank of 
New York from its organization in 
1914 to his death in 1928, was at this 
period universally recognized as the 
dominant figure in the Federal Re- 
serve System. Daniel R. Crissinger, a 
lawyer-banker-farmer of Marion, Ohio, 
was then governor of the Federal Re- 
serve Board, to which President Har- 
ding had appointed him; but he was 
completely overshadowed by the vig- 
orous personality of Governor Strong. 
The latter had for several years di- 
rected his efforts largely to the devel- 
opment of Federal Reserve post-war 
policy, with particular reference to 
hastening the return of world mone- 
tary stabilization. Under his leader- 
ship the twelve reserve banks co- 
operated with a number of central 
banks abroad in providing credits to 
various countries as they returned to 
a gold basis. The prospect of a tight- 
ening of credit throughout Europe in 
1927 threatened defeat of this whole 
international movement, with an early 
abandonment of the gold standard by 
Great Britain as one of the most seri- 
ous possibilities. 

The visit of the European bankers, 
to whom Governor Strong was host, 
was given an air of informality and 
its real purpose kept a close secret. 
Candid publicity would only have pre- 
cipitated the crisis that the visitors 
hoped to avert through American co- 
operation. Most of the “conversa- 
tions”—the word “conference” was 
scrupulously avoided—were held at 
the Long Island estates of Ogden 
Mills and Mrs. Ruth Pratt and at the 
New York bank. The American partic- 
ipants were officers and directors of 
the New York bank and members of 
the Open-Market Investment Commit- 
tee—the “policy committee” of the 
reserve banks—of which Governor 
Strong was chairman. Out of these 
conversations came the project of a 
great credit-easing operation by the 
Federal Reserve Banks as an alterna- 
tive to a tightening of credit by the 
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Bank of England and other central 
banks abroad. It was designed to ar- 
rest the flow of gold from Europe and, 
if possible, to induce a return flow 
from the United States. 

With this project tentatively and in- 
formally decided on as a basis for fur- 
ther consideration by the Open-Mar- 
ket Investment Committee, the visi- 
tors went to Washington on Thursday, 
July 7, for ‘‘calls of courtesy” on the 
members of the Federal Reserve 
Board. They were entertained at a 
luncheon party by Governor Crissin- 
ger, but contrary to contemporary 
press-dispatches, which purported to 
reveal the discussion of important 
matters, the gathering was given over 
to table talk and to brief addresses of 
mutual good-will. The essential pur- 
pose of the visit to New York was not 
broached at the luncheon, nor was it 
discussed with the Federal Reserve 
Board, either before or after. It ap- 
pears to have been communicated in 
advance to Governor Crissinger, but 
if this was done its import evidently 
escaped him. There were, however, 
three private conversations—one be- 
tween Dr. Miller and Dr. Schacht, one 
between Dr. Miller and Dr. Rist, and 
one between Dr. Miller and Governor 
Norman, who were joined by Gover- 
nor Strong, Dr. Schacht and Dr. Rist. 

Dr. Miller has indicated that Dr. 
Schacht “stood somewhat apart” from 
the others. He wanted “a true money- 
rate in the world’s leading market”— 
New York—so that money would not 
“spill into Germany from the outside 
and thus neutralize his efforts at in- 
ternal regulation and control.” Dr. 
Miller, too, opposed artificial inter- 
vention in the gold movements. He 
rejected the theory that there was a 
maldistribution of gold, and held that 
an effort to rearrange gold levels in 
other countries by cheapening credit 
in the United States would have only 
apparent and temporary advantages 
and might, among other things, un- 
duly encourage speculation. Governor 
Norman and Governor Strong argued 


that the positive advantages, particu- 
larly the maintenance of the gold 
standard, were compelling and con- 
clusive. Defeat of the widespread ef- 
forts at monetary stabilization, set- 
ting back European recovery indef- 
initely, would have demoralizing re- 
percussions on American business and 
finance, and most of all on American 
agriculture. 

The Washington visit was a matter 
of only a few hours. The visitors re- 
turned to New York on an afternoon 
train, Governor Crissinger, on Gover- 
nor Strong’s suggestion, accompany- 
ing them. When Governor Crissinger 
returned to Washington, he reported 
the tenor of the concluding discus- 
sions—which, of course, involved no 
formal agreement—to the Federal Re- 
serve Board. 

Dr. Miller, before going on his vaca- 
tion, left with the board on July 11 a 
memorandum opposing a general eas- 
ing of credit by either of the usual 
methods. If it was undertaken any- 
how, he argued, it should be by the 
lowering of the discount rate alone, 
because this involved “the minimum 
of hazard of stimulation of securities 
activity such as I believe will almost 
certainly follow from the putting of 
money into the money market through 
open-market purchases of [govern- 
ment] securities by Federal Reserve 
Banks.” He urged that in any event 
the board defer action until the mid- 
dle of September, when there would be 
a meeting of the Federal Advisory 
Council. 

Meanwhile a decided business de- 
cline had begun in the United States. 
There was more than a seasonal de- 
crease in trade and employment; steel 
production was off materially; car 
loadings had dropped; commodity 
prices were “very low.” The bond 
market, clogged with undigested new 
issues, was depressed by a series of 
“unpegging” operations by various 
underwriting houses. In June the stock 
market had what was currently de- 
scribed as a “violent liquidation” and 





DID THE FEDERAL RESERVE PLAY POLITICS? 29 


“collapse.” In only one important in- 
dustry, agriculture, was production 
likely to be greater than the year be- 
fore. But over the all-important grain 
and cotton exports hung the cloud of 
adverse European exchanges. 

On July 27 the Open-Market Invest- 
ment Committee met at Washington 
and recommended to the board and 
the Reserve Banks that the system 
immediately adopt a credit-easing pro- 
gram. It advised employing both open- 
market operations to enlarge the ba- 
sis of credit and a reduction of the dis- 
count rate from 4 per cent to 344 per 
cent to effect a general lowering of 
interest rates. The committee consist- 
ed of Governor Strong and four other 
Reserve Bank governors—the late W. 
P. G. Harding of Boston, George W. 
Norris of Philadelphia, E. R. Fancher 
of Cleveland and James B. McDougal 
of Chicago. Other Reserve Bank gov- 
ernors also attended the meeting, 
among them Roy A. Young, then of 
the Minneapolis bank, and the late 
W. J. Bailey of the Kansas City bank. 

“The foreign situation,” the confi- 
dential report of the committee stated, 
“is very critical at the moment.” 
While recognizing that the policy they 
advocated might encourage specula- 
tion in securities, they held that it 
was more important to business in 
general that the financing of the do- 
mestic crop-movement be facilitated, 
that the European exchanges be 
strengthened to foster American agri- 
cultural exports and that further gold 
imports into the United States be pre- 
vented. These objectives attained, the 
policy could be reversed if speculation 
became extensive. 

The same day Dr. Miller learned 
that this meeting was being held, and 
renewed his objections in a telegram 
from Lake Louise, Canada. He re- 
ferred in it to “indications of firming 
commodity prices and of active trade 
following augmented crops this Au- 
tumn,” and said that “cheapened 
[credit] policy might give unhealthful 
stimulus.” Against these possibilities, 


however, were the tangible develop- 
ments here and abroad and the recom- 
mendation of the operating heads of 
the Reserve Banks. All the members 
of the board then in Washington— 
Crissinger, Hamlin, James, Cunning- 
ham and Controller of the Currency 
Joseph W. McIntosh—promptly voted 
their approval of the credit-easing pro- 
posals. Mr. Cunningham was skepti- 
cal of the open-market operations but 
positive in his support of the lower 
discount rates. Secretary Mellon and 
Mr. Platt, who were abroad when this 
vote was taken, approved of all the 
operations under it that occurred 
after their return. Dr. Miller was 
thus alone in his dissent. 

On July 29 the lowering of the dis- 
count rate began—not, however, in 
New York, but in Kansas City. Thus 
a policy that was international in its 
origin, and both foreign and domestic 
in its purpose, was given the appear- 
ance of being exclusively domestic 
and primarily agricultural. This was 
accentuated when, a week later, on 
Aug. 4, the St. Louis bank followed 
the action of Kansas City. A reduc- 
tion in the Eastern money-centres was 
therefore logical. New York and Bos- 
ton acted on Aug. 5, Cleveland on 
Aug. 6. In the next week, on Aug. 12, 
13 and 16, the banks at Dallas, Atlan- 
ta and Richmond followed in turn. 
Then came the celebrated incident at 
Chicago, when, by an unprecedented 
order of the Federal Reserve Board, 
the Reserve Bank there was required 
to put the 3% per cent rate into effect 
on Sept. 7 “to conform to system pol- 
icy.” 

Actually the Chicago incident was 
an echo of the conference of Reserve 
Bank governors at Washington on July 
27. Though unanimous in their ap- 
proval of the credit-easing policy, 
some of the governors had expressed 
the view that “local conditions in 
some of the interior Reserve districts 
do not indicate any demand for rate re- 
ductions in those districts.”’ The direc- 
tors of the Chicago bank met to con- 
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sider the proposed reduction on Sept. 
2. They voted, for reasons never com- 
municated to the Federal Reserve 
Board, to continue the 4 per cent rate. 
The receipt by the board of the usual 
code telegram that meant simply “rate 
continued” provoked an indignant pro- 
test in the board’s meeting, which was 
expressed by the four members from 
the interior districts — Cunningham 
and McIntosh of the Chicago district, 
James of the St. Louis district, and 
Crissinger of the Cleveland district. 
They regarded the proposed continua- 
tion of the 4 per cent rate in Chicago 
as calculated to impose higher interest 
charges on country banks and agricul- 
tural and business borrowers in the 
Chicago district than in surrounding 
districts. 

The decision of the Chicago bank 
was promptly voted “not approved,” 
although Mr. Hamlin and Mr. Platt 
strongly dissented. Governor Cris- 
singer, by long-distance telephone, 


notified William A. Heath, chairman 


of the Federal Reserve Bank of Chi- 
cago and the Federal Reserve agent 
there, that he would be permitted to 
continue the 4 per cent rate only 
through Tuesday, Sept. 6, on which 
date he must reconvene his directors 
for further action. 

On Tuesday Dr. Miller arrived in 
Washington and immediately aligned 
himself with the two dissenters. On 
Tuesday Secretary Mellon, who had 
just returned from Europe, learned of 
the Chicago situation through reports 
that had reached the New York Re- 
serve Bank. He communicated to Gov- 
ernor Crissinger his disapproval of 
mandatory action by the board and 
asked that any decision be deferred 
until he reached Washington. Later in 
the day Governor Crissinger was noti- 
fied by the Chicago bank that a quo- 
rum could not be secured there until 
Friday, but that in the circumstances 
the bank would probably then vote 
the 314 per cent rate. 

Between the pointed comment of 
some of the minority on this occasion, 
the “obstinacy” of the Chicago direc- 


tors, and the “interference” of Secre- 
tary Mellon, Governor Crissinger’s 
jealousy of his authority and zeal to 
demonstrate it were now thoroughly 
aroused. If he waited until the Secre- 
tary of the Treasury arrived, a motion 
to enforce the 344 per cent rate in 
Chicago would be lost by a tie vote. A 
meeting was thereupon convened, Sec- 
retary Mellon’s message was not com- 
municated to it, and by a four to three 
vote the Chicago bank was ordered to 
put the 314 per cent rate into effect at 
the opening of business on the follow- 
ing morning. Within the next few days 
President Coolidge returned to Wash- 
ington from the Black Hills of South 
Dakota, and on Sept. 15 Secretary 
Mellon promptly confirmed a rumor 
that Governor Crissinger had re- 
signed. The appointment of his suc- 
cessor, Governor Young of the Minne- 
apolis bank, was announced by the 
President on Sept. 21. 

Meanwhile, the system-wide reduc- 
tion of the discount rate had been 
completed by the action of the Phila- 
delphia, San Francisco and Minneapo- 
lis banks on Sept. 8, 10 and 13. In 
addition, the pumping of new funds 
into the member banks by the Reserve 
Banks was well under way. On July 
27, when the credit-easing policy was 
adopted, the “system investment ac- 
count” stood at $266,000,000. This was 
carried to a peak of $427,000,000 by 
the middle of December. More than 
half the increase, however, was ef- 
fected in the first thirty days of the 
operations, and the balance was largely 
used to offset gold exports. In other 
words, during the months of the crop 
movement and the business recession, 
and of the large exports of gold that 
began in September, the system’s 
open-market purchases of $161,000,- 
000 provided the basis of member- 
bank credit to more than ten times 
that figure. 

The results of the combination of 
lower discount rates and open-market 
purchases justified the predictions 
made during the discussions in July. 
Foreign exchange rates were im- 
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proved; funds were attracted to Lon- 
don and other foreign money centers; 
foreign bond flotations were encour- 
aged; the gold standard was main- 
tained in all the countries that had re- 
turned to it and was restored in still 
others; gold movements to and from 
the United States were changed from 
net imports to net exports; domestic 
interest rates were reduced; the agri- 
cultural situation was improved; a 
firmer level of commodity prices was 
established; industrial production was 
increased; wholesale and retail trade 
was increased, and speculation was 
stimulated. 

As soon as it became clear that the 
tide of business had definitely turned 
upward, the Federal Reserve Banks, 
through Governor Strong’s committee 
and with the approval of the Federal 
Reserve Board, inaugurated a “firm- 
ing” money policy. The first move, 
early in November, was to diminish 
the volume of open-market purchases 
in relation to gold exports; the next 
month the offsetting of the gold ex- 
ports was discontinued altogether. 
Late in December another event of im- 
portance occurred within the system. 
Its most forceful leader, Governor 
Strong, who had gone to London for a 
conference on Italian monetary stab- 
ilization, returned very ill. From then 
until his death on Oct. 16, 1928, he had 
but little part in Reserve System af- 
fairs. During the months that inter- 
vened, Owen D. Young, the vice chair- 
man of the New York bank, and Jack- 
son E. Reynolds, president of the First 
National Bank of New York—both of 
them, incidentally, prominent Demo- 
crats—became the most influential 
factors in Federal Reserve councils in 
New York. 

For the year 1927 as a whole the 
main trend of business was downward. 
Corporate net incomes, for example, 
fell from $7,621,000,000 in 1925 and 
$7,504,000,000 in 1926 to $6,510,000,- 
000 in 1927. In the stock market, on 
the other hand, the main trend was 
upward; brokers’ loans rose more or 


less steadily from $3,100,000,000 in 
January, 1927, to $4,400,000,000 in 
1928. The notorious “loans for others,” 
which impaired Federal Reserve pol- 
icy more than any other single devel- 
opment, increased in 1927 to more 
than $1,000,000,000. 


The first week of the new year 
brought an unintended challenge to 
Federal Reserve policy from the 
White House. The Associated Press 
sent out a brief but sensational dis- 
patch that read as follows: “WaAsH- 
INGTON, Jan. 6.—President Coolidge is 
of the opinion that the record-break- 
ing increase in brokers’ loans held by 
Federal Reserve member banks is not 
large enough to cause any unfavor- 
able comment.” When the President 
authorized the statement he was un- 
aware of the policy that the Federal 
Reserve authorities had quietly in- 
augurated a few weeks earlier. Appar- 
ently he learned over night of the pri- 
vately voiced resentment that his pre- 
sumption had evoked in some of the 
Reserve Banks and in the Federal Re- 
serve Board, because on the following 
day he explained at some length that 
he simply meant that there was “a 
natural expansion of business in the 
securities market,” and that he was 
“not attempting to qualify as an ex- 
pert on the Federal Reserve System.” 

The system, however, promptly 
showed its divergence from the Presi- 
dent’s view of the activity in secur- 
ities. It began at once to sell govern- 
ment securities in the open market as 
fast as the market would take them. 
In five weeks it unloaded approxi- 
mately as many as it had bought dur- 
ing the five months of credit-easing 
operations in 1927. The discount pol- 
icy was also changed. On Jan. 25 the 
Chicago bank restored the 4 per cent 
rate, and was followed by Richmond 
on Jan. 27, by New York on Feb. 3, 
by San Francisco on Feb. 4, by Min- 
neapolis on Feb. 7 and by Boston and 
Dallas on Feb. 8. By the end of the 
month all the other banks had taken 
the same action. In addition, the 
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banks advanced their buying rates for 
bankers’ acceptances. 

Despite these moves and huge un- 
compensated gold exports that were 
still going on, the effect on the 
stock market was unimportant. Again, 
therefore, the Reserve banks sold Gov- 
ernment securities. In the course of 
March, April and May they duplicated 
the operations of January and Febru- 
ary. By the end of May the holdings 
that had risen from $266,000,000 in 
the previous July to $427,000,000 in 
December were down to the relatively 
nominal sum of $82,000,000. That de- 
vice was exhausted. Another advance 
in the discount rate, to 414 per cent, 
was initiated in Chicago and Boston 
on April 20 and followed by all the 
other banks. In July still another ad- 
vance, to 5 per cent, occurred in Chi- 
cago and was followed by all the 
banks except Minneapolis, Kansas 


City, Dallas and San Francisco. Fur- 
ther advances were also made during 
these periods in the buying rates for 


bankers’ bills, until at the end of July 
they ranged from 41% to 5 per cent, as 
compared with 3 to 334 per cent at the 
beginning of the year. 

The concern of the system then was 
whether, in its efforts to check the 
flow of credit into the stock market, 
it was not imposing an undue interest 
burden on industry, commerce and 
agriculture. Business, by all the ac- 
credited criteria, was entitled to more 
favorable borrowing rates than those 
generally prevailing, the chief prac- 
tical effect of which was to give ex- 
traordinarily large profits to the 
member banks. This concern was one 
of the principal subjects of discussion 
at a meeting in Washington of the 
Federal Advisory Council during what 
its confidential report described as 
“this time of high money rates.” The 
president of the council at the time 
was Frank O. Wetmore, chairman of 
the First National Bank of Chicago, 
and Walter Lichtenstein of the same 
bank was secretary. The members of 
the council, polled on the business 


situation, advised the board that it 
was “generally good and on a sound 
basis.” 

But even before this the Federal 
Reserve Banks and the Federal Re- 
serve Board were defeated in the credit 
race against the speculative frenzy. 
The market was out of control. The 
stock-exchange fraternity and its mil- 
lions of followers had disregarded the 
largest and most rapid reversal of 
credit policy in the history of central 
banking. That reversal might have 
begun earlier, it might have been car- 
ried on more rapidly; but there is no 
Einstein of economics and sociology 
to calculate what the flow of specu- 
lative billions and the working of the 
mass mind would have been if a date, 
a decimal, or a discount-rate fraction 
had been altered here or there. The 
die was cast on July 27, 1927, when 
the credit-easing policy was adopted. 
The timing and momentum of system 
operations thereafter represented the 
composite judgment of the 128 men 
who controlled Federal Reserve activ- 
ities—the twelve Reserve Bank gov- 
ernors, the 108 Reserve Bank direc- 
tors and the eight members of the 
Federal Reserve Board. 


To argue that Republican politics 
was the explanation of this is, of 
course, but an easy rationalization of 
complex decisions and events—deci- 
sions and events for which there were 
no precedents. It is to substitute po- 
litical imagination for knowledge of 
essential facts. Federal Reserve policy 
in 1927-28 had the active and earnest 
support of veterans of the system 
who had served during the Wilson 
Administration as well as during the 
Harding and Coolidge Administra- 
tions. Both in the Reserve Banks and 
in the Reserve Board the formulation 
and execution of the policy was as 
much the work of Democrats as of 
Republicans. Their being Democrats 
or Republicans had no more part in 
the decisions of the latter than of the 
former. If they failed, they failed to- 
gether. 





Mussolini’s Ten Years of Power 


By WILLIAM MARTIN 


[October of this year marks the tenth 
anniversary of Mussolini’s rise to power 
in Italy. The following article by the 
editor of the Journal de Geneve attempts 
to assess the personality and work of Il 
Duce at the end of a decade of power. 
As a prominent resident of Geneva, Mr. 
Martin has had the opportunity to know 
many of the outstanding public figures of 
Europe, among them Mussolini and his 
former Foreign Secretary, Dino Grandi.] 


HE career of the Italian dictator, 

Benito Mussolini, is one of the 
most colorful and amazing in modern 
times. It begins in the village of 
Predappio, near Forli, where, the son 
of an illiterate blacksmith, he was 
born in 1883; it has carried him 
through various phases of the Italian 
Socialist movement into the World 
War; and today he sits in the Palazzo 
di Venezia in Rome directing the des- 
tinies of a great nation, while the 
eyes of the world are fixed upon 
him. 

Probably the most decisive moment 
in Mussolini’s life was when in his 
youth he took an examination for 
an appointment as schoolmaster at 
Forli. That represented the height of 
his ambition, and he was deeply dis- 
appointed when a formality caused 
his failure. What would have been 
the history of Italy and modern Eu- 
rope if Benito Mussolini had been 
appointed schoolmaster at Forli? Per- 
haps his desire for power would have 
been satisfied by the opportunity to 
rule the children in his classroom. 
But today Mussolini would be un- 
known. 

After his failure time hung heavy 
on his hands. His father’s friends, 
wishing to help him, made him editor 
of a small local Socialist paper. Here 
he became so notorious because of 


his advanced opinions that he was 
forced to flee to Switzerland. When 
he returned to Italy, a marked man 
because of his persecution and exile, 
he became the managing editor of 
Avanti, the famous Socialist paper 
of Milan. But just then the war broke 
out and Mussolini, always eager for 
action, parted from his Socialist 
friends, who were opposed to Italy’s 
participation in the conflict. He knew 
then, shrewdly enough, that if social- 
ism was ever to have an opportunity 
to put its principles into practice it 
would be through war and the shock 
it would give to capitalism. But his 
war speeches soon brought him new 
contacts. He became less and less the 
internationalist and more and more 
the patriot. He fought with distinc- 
tion in the trenches, and after the 
armistice he reappeared at the head 
of a powerful new party which had 
little in common with socialism and 
which opposed everything that he had 
formerly advocated. 


When the war ended Italy was filled 
with idle men—former army officers 
and unemployed workingmen who in 
other days would have emigrated to 
the United States, but who were now 
forced by American immigration 
laws to stay at home. All those who 
sought a place in the sun—or any- 
where else—enlisted under the ban- 
ner of Mussolini; and it was at the 
head of this proletarian army of the 
unemployed that he marched on 
Rome in the Autumn of 1922. This 
was no march of conquest—it fol- 
lowed an appeal from the King. Yet, 
as a result of it, Mussolini found 
himself a dictator, and this year he 
celebrates what is unusual with most 
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dictators—the tenth year of his 
reign. 

To the outside observer Mussolini’s 
career is full of contradictions—he has 
been internationalist, then national- 
ist; Socialist, then dictator; an advo- 
cate of the people’s welfare, then a 
reactionary. Mussolini seems to hy ve 
worshiped all political idols, pro- 
fessed all faiths. Even during the past 
decade it is not difficult to find in 
him many inconsistencies of word 
and deed. More than slight variations 
of mood appear in his thunderous 
praise of machine guns and rifles and 
his policy of disarmament, in his 
bellicose speech at Florence on May 
17, 1930, and his peace message to 
America on Jan. 1, 1931. 

But through the mazes of this bril- 
liant, varied career there runs a guid- 
ing thread which gives it much 
greater unity than one would expect. 
Mussolini has not changed; only his 
environment is different. His temper- 
ament has remained the same, and 
fundamentally his opinions have al- 


tered very little; temperament and 
opinions, however, have been adapted 
to new conditions. 


Mussolini has never believed in 
democracy. Even when he was a So- 
cialist editor he hated Parliaments. 
This man who fascinates the crowd 
with his inflammatory eloquence has 
always detested parliamentary ora- 
tory, which never results in immediate 
action. He has sought the people’s 
good, but in spite of them; he has 
never believed that the public is 
capable of recognizing its own best 
interests. Leaders must bestow bless- 
ings on the people—such is the for- 
mula of all dictators. Mussolini has 
always had a profound belief in force. 
He is not one who believes that truth 
beareth away the victory and that 
right makes might. On the contrary, 
he believes that might must precede 
right. In his youth, like Briand and 
many other radicals, he advocated the 
general strike and resistance to the 
police, but today he sees nothing in- 


consistent in employing the police to 
carry out measures which he wanted 
to effect by the people’s will-power. 
Even internationally, Mussolini’s 
mind has undergone no change. Cer- 
tainly he was never a patriot in the 
bourgeois sense of the word. But he 
has always had great faith in the des- 
tinies of Italy, and when he sought 
to lead the Italian people into the 
paths of revolution, it was because he 
believed that they were summoned 
by long historical tradition to play a 
world réle. From that point it was 
not far to the belief that Italy should 
participate in the World War, and 
thus recapture her historic position. 
Mussolini took this step without diffi- 
culty. Upon examining his ideas, one 
is struck by the bond between him 
and another Socialist who became a 
dictator, under very different condi- 
tions but for similar reasons—Lenin. 
In the same way one finds analogies 
with fascism in Germany’s Nazi 
movement. Only those who are satis- 
fied with surface indications can be- 
lieve that Western European dicta- 
torships are destined to save bour- 
geois society and capitalism. The dic- 
tators themselves think otherwise. 


If, as a Socialist, Mussolini was not 
a democratic Socialist, but a revolu- 
tionary advocate of direct action, the 
same Mussolini as dictator is any- 
thing but reactionary. True, he has 
sometimes leaned upon the great 
bankers and industrial magnates of 
his country, but they, through fear 
of communism, gave him their sup- 
port and aided him in his hour of 
success. It was no accident that 
fascism received its greatest. impetus 
after the workers’ seizure of the fac- 
tories in 1921. Moreover, once in 
power, Mussolini could rely upon the 
esteem of the existing conservative 
interests—the banks, industry, the 
army and the court. He has given 
them pledges, has sought to remove 
their fears, but at heart he has re- 
mained determined upon social re- 
forms, and the boldest of such reforms 
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do not frighten him. Mussolini, while 
holding now, or in the past, several 
Cabinet portfolios himself, has ac- 
cepted the advice of his technical col- 
laborators in all departments which 
do not interest him directly. But there 
is one domain which he controls ex- 
clusively and in which the work of 
fascism is truly his own—that relat- 
ing to economic organization and so- 
cial reform. If you should ask Mus- 
solini what he considers to be the 
greatest accomplishment of fascism, 
he would undoubtedly reply that it 
has been the granting of rights to 
labor and the organization of the 
“corporative”’ State, a nation united 
in all its functions. 

There is no need here to pass judg- 
ment on this aspect of his work, for 
it could only be brief and superfi- 
cial. But attention should be directed 
to three outstanding phenomena which 
have appeared in the chaos of modern 
society—first, the American experi- 
ment of high wages; second, the 
Bolshevist experiment in the dictator- 
ship of the proletariat, and, third, 
the Fascist experiment in coordinat- 
ing the welfare of the State with the 
interests of both workers and em- 
ployers. To decide whether or not this 
philosophy has enduring vitality, one 
would have to see it operating, not 
merely under dictatorship, but also 
in a free society, for might can estab- 
lish nothing permanent. Only the free 
play of forces can give institutions 
lasting character and_ sufficient 
reality. But with this proviso, which 
the Fascists themselves make, there 
is no denying that the social experi- 
ment of the present régime in Italy 
contains the basic pattern of a strong 
and valuable design. And this is the 
creation of Mussolini, who is more 
socialistic, more preoccupied with the 
welfare of the people and more in 
contact with the proletariat than is 
often believed. 

Mussolini never misses a chance of 
recalling that he has sprung from the 
masses and of making clear that his 


sympathies are always with the peo- 
ple. In recent months he has ex- 
pressed this thought many times and 
in various forms, notably in his 
speech at Naples on Oct. 24, 1931, 
which caused a great sensation 
throughout Italy and gave the indus- 
trial magnates no little uneasiness. 
The latter gained the impression that 
fascism was abandoning its conserva- 
tive origin and moving toward a 
wholly Socialist concept of the eco- 
nomic réle of the State. For this rea- 
son the present phase of development 
is extremely interesting. 

It is well enough known that about 
a year ago one of the foremost banks 
of Italy, the Banca Commerciale, was 
in trouble. There was nothing unusual 
in that, in view of the economic situ- 
ation in Europe, but the troubles of 
the Banca Commerciale arose from an 
unwise investment policy, which had 
given the institution control over a 
large part of Italian industry. No one 
knows whether the bank took this 
course under pressure from a gov- 
ernment which sought to control the 
nation’s economic life through an in- 
termediary, or whether the bank’s 
action was inspired by fear that the 
currency had been stabilized at too 
high a rate of exchange and was not 
sound. But it is at least certain that 
the government, in a most audacious 
fashion, made use of the bank’s diffi- 
culties for its own ends. 

Under the name of the Instituto 
Mobiliare Italiano (I. M. I.), Musso- 
lini has founded an organization 
which has taken over all the indus- 
trial activities of the Banca Commer- 
ciale. It becomes at once apparent that 
this institution, managed directly by 
the State, is going to be in a position 
to exercise a determining influence 
on the enterprises in which the Banca 
Commerciale was interested—practi- 
cally all the industries of Italy. With- 
out a gesture, without a word, with- 
out any declaration of principle, but 
merely acting with full knowledge of 
what he was about, Mussolini has 
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thus attained what it has taken bol- 
shevism years to accomplish—the 
seizure by the State of the country’s 
economic life. He does not hesitate 
to declare that his purpose is not to 
inject artificial life into unsound in- 
dustries, but to separate those which 
pay from those which do not. In 
other words, he would achieve a con- 
trolled economy—the dream of all 
European governments. Have we not 
here the realization of precisely that 
State socialism which was the ideal 
of Mussolini’s youth? 

In the same way, the logic of his 
course in foreign affairs may be 
traced. Mussolini has never had but 
one idea—the greatness of Italy. What 
has differed according to time and 
circumstance has been merely the best 
means to attain that end. When he 
praised war, his purpose above all 
was to give his people a sense of dis- 
cipline and sacrifice and the conscious- 
ness of nationality which centuries of 
foreign domination had somewhat 
blunted. But the greatness of Italy 
demands both moral virtue and eco- 
nomic strength. That is why Musso- 
lini’s bellicose utterances are always 
accompanied by positive promises 
concerning internal reforms and eco- 
nomic advancement. 

Eventually, however, post-war fi- 
nancial stringencies demanded a 
choice between these conflicting aims. 
Italy can produce bigger and better 
armaments. She can fortify herself 
economically. But she cannot do both 
things at once, because she lacks the 
necessary funds. At this juncture 
Mussolini apparently hesitated; in the 
end he followed the advice of his 
Foreign Minister. His message of 
peace to the people of America on 
Jan. 1, 1931, marks exactly the date 
of his decision. Italy was to sponsor 
a policy of international disarmament 
which would provide her with suffi- 
cient financial resources to realize the 
great internal plans which fascism 
considers to be part of its program. 

When Mussolini adopted this new 


policy he said that he reserved the 
right to abandon it if circumstances 
so demanded. “If the Disarmament 
Conference succeeds,” he said in Rome 
in December, 1931, “I shall make the 
Balilla [the organization of Italian 
youth] part of the international Boy 
Scout movement; on the contrary, 
if it fails, I shall accentuate its mili- 
tary character.’’ Unfortunately, Mus- 
solini is an impatient man who likes 
rapid decisions. Unable to withhold 
judgment until the work of the con- 
ference was completed, he has con- 
demned it at the end of only its first 
phase—and that undoubtedly explains 
the sudden removal of Foreign Min- 
ister Grandi. One must now wait to 
see whether Italy will revive her mili- 
tary plans and sacrifice to them her 
projected internal reforms. 


In domestic affairs the end likewise 
justifies the means. Mussolini was op- 
posed to the King when the monarchy 
seemed an obstacle to his plans, but 
the moment he saw that the monarchy 
would be useful to him, he rallied to 
the House of Savoy. At the begin- 
ning of his rise to power he attempted 
to govern with a Parliament which 
had been chosen by the people and 
with a coalition Cabinet in which 
there were only four Fascist Min- 
isters. His opponents united with his 
own supporters to seat him in the 
dictator’s chair. Yet there is no evi- 
dence that some day, when domestic 
affairs seem favorable, he will not re- 
turn to the idea of a normal govern- 
ment of which we once heard so much 
in his speeches. Domestic affairs, 
moreover, may become favorable. Ex- 
ternal opposition to fascism is now 
practically non-existent. Within the 
Fascist party itself several currents 
can be noted, one of which is carry- 
ing the head of the government to- 
ward complete democracy. Circum- 
stances, much more than any precon- 
ceived plan, will determine the future, 
for Mussolini, who seems so inflexible, 
is an opportunist at heart. 

In Mussolini there is a symbol and 
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there is a man. The symbol is fascism 
—a revolutionary doctrine of dictator- 
ship which seeks to subordinate the 
individual to the good of the State 
as it is conceived by certain self- 
appointed leaders. At bottom this pro- 
gram is not new; numerous examples 
of it are to be found in the history 
of the medieval Italian republics. 
What is novel and daring is to have 
transformed the doctrine into a re- 
ligion and to have proclaimed it in 
the twentieth century after three 
generations had accepted democracy 
as the last word in progress. Another 
innovation is to associate autocracy 
with the belief in progress rather 
than with reaction. Here Mussolini 
surely has exercised a profound in- 
fluence on the development of modern 
political thought. 

His part in international relations 
has been no less significant. He has 
posed as the champion of treaty re- 
vision, not because of direct national 


interest but because of temperament. 
A man for whom life must be activ- 
ity cannot comprehend that interna- 
tional stability rests on the perma- 
nency of treaties. His conception of 
politics is dynamic; it is that, much 
more than Italian interests, which ex- 


plains his friendship for Germany and 
his dislike for France. Some one who 
knows Mussolini intimately has said 
that toward France he feels no hate, 
only frustrated love. After all, there 
is a close resemblance between the 
two. Such is Mussolini the symbol— 
the incarnation of the belief in dicta- 
torship and the idea of action. 

As for the man himself, I have 
seen Mussolini in his immense study 
at the Palazzo di Venezia, a room so 
huge that as one enters the door he 
looks almost tiny behind his desk. I 
have seen him sure of himself and of 
his ideas, never conceiving the possi- 
bility of any view other than his own, 
and as dogmatic in his opinions as in 
his orders. But I have also seen him 
nervous, agitated, tired and almost 
uneasy. At such times, while he talks, 
he will sweep his arm over his desk 
with a terrific gesture and will sway 
back and forth in his seat as if he 
were in a rocking-chair. He is ever 
simple, direct and human—far dif- 
ferent from the conventional portrait 
—but underneath he is lonely, sep- 
arated from the masses, isolated by 
his position and authority even more 
than he could be by pride and 
majesty. 





The March on Rome: Revised Version 


By GAETANO SALVEMINI 


[The author of the following article is 
a noted Italian historian who has been 
Professor of History at the universities 
of Messina, Pisa and Florence. For ten 
years he edited the Liberal newspaper 
L’Unita and from 1919-21 he was a mem- 
ber of the Italian Parliament. After the 
Fascists came to power he was constantly 
under suspicion and spent a short time 
in prison in 1925 for his alleged opposi- 
tion to the Fascist Government. That 
year he left Italy to settle in London, 
where he has been an outstanding critic 
of Fascist rule.] 

HE well-known English writer, 

Israel Zangwill, was staying in 
Florence during the last days of 
October, 1922, at the moment of the 
political crisis which placed the gov- 
ernment of Italy in the hands of Mus- 
solini. In his eyes the events of those 
days resembled comic opera more 
than real revolution. Curzio Mala- 
parte, one of the Fascist leaders in 
Tuscany, describes the episode in his 
little book Coup d’Etat: The Tech- 
nique of Revolution (New York: E. 
P. Dutton & Co., 1932). He endeavored 
to persuade Zangwill that he was wit- 
nessing a revolution, and to convince 
him Malaparte drove Zangwill to the 
gas works, the telephone exchange, 
the telegraph office, the bridges and 
the railway stations. All these “stra- 
tegical positions” were in the hands 
of Black Shirts. The result of this 
demonstration was disastrous for 
Malaparte’s thesis. Zangwill observed 
that the Fascists had seized all these 
positions without striking a_ blow, 
while the police had taken refuge in 
the Prefecture behind rows of cara- 
bineers, royal guards and armored 
cars. Not only that, “the troops of the 
garrison, the infantry and cavalry 


regiments were under orders to re- 
main in barracks; for the time being 
the authorities were observing a be- 
nevolent neutrality.” 

Malaparte called Zangwill’s atten- 
tion to the fact that the Prefect of 
Florence could not communicate with 
the other authorities because the Fas- 
cists held all the telephone and tele- 
graph offices. He neglected to tell him 
that in Florence the military head- 
quarters are only 200 yards from the 
Prefecture and that in five minutes 
the Prefect could have sent orders to 
the commanding officer to clear out 
the Fascists from their “strategical 
positions.” Even without knowing this 
significant detail Zangwill might well 
have wondered why the Prefect made 
no use of the police, concentrated in 
the Prefecture, to expel the Fascists 
from the telephone and telegraph of- 
fices and from the central railway 
station—all of them within a quarter 
of a mile of the Prefecture. 


The attitude of General Gonzaga, 
the commanding officer of the garri- 
son of Florence, as described by Mala- 
parte, was, if anything, still more am- 
biguous than that of the Prefect. 
After confining all troops to barracks 
and thus enabling the Fascists to 
seize the “strategical points” without 
striking a blow, he learned from the 
newspapers that the King was nego- 
tiating with Mussolini and likely to 
invite him to become Prime Minister. 
At the moment the news was ficti- 
tious. But General Gonzaga wirelessed 
to the Ministry of War in Rome for 
confirmation—apparently the military 
authorities still had at their disposal 
the wireless service which the Fas- 
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cists had forgotten to commandeer. 
The Ministry of War refused to an- 
swer directly, replying that the name 
of the King must not be brought into 
party quarrels and that the news was 
probably premature. The General’s 
next step was to go to the Fascist 
headquarters in Florence and ask if 
the news was correct. He was assured 
that it was. This “good news put an 
end to his conscientious scruples and 
lifted a great responsibility from his 
shoulders”—that of dislodging the 
Fascists from those “strategical 
points.” 

Almost all the Generals command- 
ing military forces in other cities 
acted more or less as did General Gon- 
zaga at Florence. One needs only to 
read the accounts in the Popolo 
d’Italia for Oct. 28, 29 and 31, 1922, 
by the local correspondents in Siena, 
Piacenza, Cremona, Vicenza, Alessan- 
dria, Verona, Mantua and Bologna. 
Everywhere the Generals confined the 
troops to barracks and allowed the 
Fascists to take possession of the rail- 
way stations, telegraph and telephone 
offices, arsenals and newspaper build- 
ings. Wherever the Fascists advanced, 
the army chiefs tactfully retired. In 
the rare instances when the military 
authorities did their duty the Fas- 
cists did not move an inch, or if they 
attempted to seize “strategical points” 
they were easily dislodged. 

A typical case brought to my notice 
by an eyewitness occurred at Padua. 
General Boriani, the commander of 
the garrison of that town, was away 
on leave, or apparently so, on the 
night of Oct. 27. General Emo-Capo- 
dilista, who was in temporary com- 
mand and did not belong to the mili- 
tary set who were in collusion with 
the Fascists, was preparing to take 
the necessary steps to dislodge the 
latter when General Boriani hastily 
ended his leave, took over the com- 
mand again in the middle of the night 
and confined the troops to barracks. 

As early as Sept. 29, a month be- 


fore the “march on Rome,” the head- 
quarters of the Fascist party had 
been assured “that the army would 
remain neutral.” This essential fact 
was divulged by Alessandro Chiavo- 
lini, Mussolini’s private secretary, in 
the Popolo d’ltalia for Oct. 27, 1923. 
Mussolini himself in a speech on Oct. 
30, 1923, declared that he knew that 
“at the opportune moment the gov- 
ernment machine guns would not fire 
on the revolutionaries.” Richard 
Washburn Child, the American Am- 
bassador in Rome in Oct., 1922, 
writes in his book, A Diplomat Looks 
at Europe, that he had it on good au- 
thority that “the army” secretly fa- 
vored the movement; but by “army” 
must, of course, be understood “army 
chiefs.” 


A retired General, De Bono, was 
one of the “quadrumvirate” who on 
Oct. 27 directed the movement from 
Perugia. Five other retired Generals, 
Fara, Maggiotto, Ceccherini, Zamboni 


and Tiby, commanded the Fascist 
groups which on the night of Oct. 27 
were “marching” on Rome, While 
these retired Generals were directing 
the sedition around Rome, other offi- 
cers, some pensioned, others in service 
but on official leave, were command- 
ing the Fascist groups which were 
seizing “strategical points” in the 
towns, 

A Fascist who with his comrades 
occupied the railway station of Can- 
cello, south of Rome, says in an ac- 
count of his adventures: “The rumor 
reached us that the carabineers were 
proposing to break our lines. We were 
posted with a one day’s ration of 
bread and corned beef. But it was a 
false alarm. They never appeared. In- 
stead of that a quartermaster came, 
singing the praises of Mussolini, and 
offered us a truckload of all sorts of 
good things.” 

Had he known these facts Zangwill 
would have been still more confirmed 
in his opinion that he was witnessing 
a comic opera. 
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The King, who had been at his 
country home of San Rossore, near 
Pisa, was informed of what was hap- 
pening and arrived in Rome on the 
evening of Oct. 27. He was indignant. 
“Rather than give in,” he said in the 
Piedmontese dialect, “I will go right 
away with my wife and my boys.” 
That night the Cabinet decided to 
declare martial law, and while await- 
ing the King’s signature to the proc- 
lamation they forced the Prefects of 
the provinces to hand over their pow- 
ers to the military authorities. 

The Ministers were sure that the 
King would sign the decree without 
discussion. In the twenty-two years 
of his reign he had never refused a 
signature to a Minister. While neither 
stupid nor wicked, he is incapable of 
initiative. His use of the royal pre- 
rogative has always been confined to 
signing the laws and decrees laid be- 
fore him by his Prime Minister. When 
a Cabinet resigned, he would call in 
those who, according to etiquette, 
were the proper people to be consulted 
in such circumstances; he would ask 
each one whom he would suggest as 
the next Prime Minister, making a note 
of each recommendation. In the end 
the man whose name had been put 
forward by the greatest number would 
be sent for. Having performed this 
duty, the King would resume his habit 
of signing the decrees which the new 
Prime Minister laid before him. 

Feeling certain that the King would 
sign the proclamation of martial law, 
the Ministers had the decree publicly 
posted at 10 A, M, on Oct. 28. As soon 
as the news was known the Fascists 
of Rome were seized with panic. They 
feared that the army chiefs, recalled 
to their oath of allegiance by a 
peremptory order from the King, 
would set the machinery of repression 
in operation. From 10 A. M. until 
noon not a Fascist was to be seen on 
the streets of Rome. One of the Fas- 
cist leaders, the present Minister 
Acerbo, then a member of the Cham- 


ber of Deputies, clad in his black 
shirt, took refuge in the Palazzo Mon- 
tecitorio, where the Deputies sit, and 
asked, trembling all over, whether he 
could be sure of not being arrested if 
he remained there. 

Meanwhile, Luigi Facta, the Prime 
Minister, took the decree to the King 
for signature. But he had been fore- 
stalled. During the night of Oct. 27 
Admiral Thaon de Revel had “ad- 
vised” the King to yield to the “revo- 
lution.” On the morning of Oct. 28 
General Diaz—one of the army chiefs 
—arrived at the Palace. He had been 
in Florence during the previous after- 
noon when the headquarters of the 
Fascist party ordered the “mobiliza- 
tion” of the Black Shirts and their 
“march on Rome.” He received an 
ovation from the Fascists, gave an 
interview to La Nasinie, a Florence 
daily, in which he expressed his com- 
plete faith in the Fascist movement 
and rushed off by car to Rome to 
“inform” the King that the army 
would not fight against the Fascists. 
News also reached the King that his 
cousin, the Duke of Aosta, was at 
Bevagna, near Perugia, in touch with 
the “quadrumvirate” which was di- 
recting the sedition, ready to have 
himself proclaimed king as soon as 
the actual ruler should abdicate or be 
deposed by the Fascists. It is not for 
nothing that the Duke of Aosta was 
the husband of an Orleans Princess. 

The King was frightened by all this 
“advice,” “information” and “news.” 
But Premier Facta was still more 
afraid than the King; moreover, he 
imagined that he was going to be 
asked to form a new ministry with 
the collaboration of the Fascists if 
he aided in finding a compromise. 
Therefore he did not advise the King 
to sign the proclamation, “Sire,” he 
said to the sovereign, “think it over.” 
The King thought it over—and re- 
fused to sign; it was easier not to 
sign. He acted exactly like the Gen- 
erals commanding provincial garri- 
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sons; he left the way open to the 
Fascists. 

Having obtained the revocation of 
martial law, Thaon de Revel, Diaz and 
General Cittadini, aide de camp to 
the King and a supporter of the Fas- 
cist movement, suggested that the 
King send for the man on whom they 
could depend—Antonio Salandra, who 
had been informed several days pre- 
viously of the high destiny which 
awaited him, and was already in Rome 
waiting to “sacrifice himself.” But 
the King’s advisers soon discovered 
that they had reckoned without their 
host. 


The revocation of martial law was 
made known to the press at 12.15 
P. M. and the news sent a thrill of tri- 
umph through the Fascists all over 
Italy. Leaving their “strategical 
points” they poured into all the 
streets, stormed the trains and thus 
“marched on Rome.” It was impossible 
to stem the tide. The carabineers 
themselves left their barracks, fra- 
ternized with the Fascists and accom- 
panied them on the “march.” By re- 
fusing his signature to the decree of 
martial law, the King not only dis- 
armed the Cabinet but lost his own 
freedom to choose the new Prime Min- 
ister. Until 12.15 P. M. on Oct. 28 Sa- 
landra might have negotiated with 
the Fascists with a view to giving 
them some subordinate place in the 
Cabinet. But from that time on Mus- 
solini was master. For twenty-four 
hours, Salandra tried in vain to as- 
semble a new Cabinet; during the af- 
ternoon of Oct. 29 he was obliged to 
acknowledge his failure. The King 
had no alternative but to call Musso- 
lini. 

The “mass suggestion” of Oct. 28, 
the failure of Salandra and the put- 
ting forward of Mussolini for the Pre- 
miership had been foreseen by no one. 
Mussolini had not been pleased in 
Naples, on Oct. 26, with the decision 
of the general staff of his party to 
order the “mobilization” of the Black 
Shirts. He distrusted the Nationalists, 


who were insisting that the order 
should not be postponed. He knew 
that the Nationalists wanted a Cabi- 
net with Salandra at its head and with 
an openly conservative program. He 
did not like the idea of being dragged 
along in their wake. While the Nation- 
alists were working for Salandra, 
Mussolini was negotiating on the one 
hand with Giolitti and on the other 
with Nitti, both of them being 
not only political but also personal 
enemies of Salandra and the National- 
ists. He stipulated for posts in the 
Cabinet for his friends, an immediate 
dissolution of parliament and a gen- 
eral election. He was anxious not to 
compromise the success of his nego- 
tiations by violent measures whose 
outcome could not be foreseen. He 
brandished the threat of the “march 
on Rome” to make the politicians 
bend to his will, but he did not intend 
that the sword should be drawn from 
its scabbard. 


After the Nationalists had carried 
their demand for immediate mobiliza- 
tion, Mussolini left Naples, crossed 
Rome without stopping, and instead 
of going to the headquarters of the 
movement at Perugia proceeded to 
Milan. If he had foreseen the sudden 
and overwhelming victory of Oct. 28 
he would have gone to Perugia, to 
avoid sharing with others the glory 
of the “battle” and victory. But hav- 
ing ho faith whatever in the adven- 
ture he betook himself to within two 
hours’ journey from the Swiss fron- 
tier, ready for flight if things should 
turn out badly. Even the revocation 
of martial law did not bring a realiza- 
tion of his triumph. On the evening 
of Oct. 28 he was still negotiating— 
by telephone—with Salandra about 
the number of seats in the Cabinet 
which should be given to his party. 
It was Finzi, one of his friends with 
him in the offices of the Popolo d’Ital- 
ia, that cut short negotiations by sud- 
denly taking the receiver from Musso- 
lini’s hand and declaring to Salandra 
that he must make way for Mussolini. 
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The Nationalists in Rome who were 
backing Salandra were furious at the 
demands from Milan, but they too 
were obliged to give way. At the in- 
vitation of the King, Mussolini left 
Milan the next night and “marched on 
Rome” in a sleeping car. 


How many Black Shirts on the 
morning of Oct. 28, 1922, “marched” 
on Rome? A Fascist paper, La Patria, 
in a highly colored account of the 
“epic” days which had just passed, 
stated on Oct. 31 that “the Fascists 
encamped at the gates of Rome during 
the night of Oct. 29 numbered almost 
70,000” (quoted by the Popolo d’Italia, 
Nov. 1, 1922). This number was re- 
peated in 1923 by an English journal- 
ist, Sir Percival Phillips, in his book 
The Red Dragon and the Black Shirt. 
In that case the conquest of Rome 
was the achievement of 117,000 Fas- 
cists, of whom 70,000 formed the front 
line. Again in 1924, in his work 
Awakening Italy, Luigi Villari, the 
Fascist propaganda agent in Anglo- 
Saxon countries, gave the figure as 
70,000 for the troops in the front line, 
but put the rear guard at only 20,000. 
But two years later in the Manchester 
Guardian for March 27, 1926, he 
raised the total who “marched” on 
Rome to 200,000. Sir Ernest Benn, an 
English publisher and student of 
politics and economics, judged 200,000 
not enough and raised the figure to 
300,000. None of these gentlemen ever 
asked himself how many trains and 
trucks would have been required to 
transport in one night 70,000 men, 
much less 200,000 or 300,000. Musso- 
lini’s own organ, the Popolo d'Italia, 
on Nov. 3, 1922—a date too early for 
the Fascist legend to have been in- 
vented—stated that between Oct. 30 
and Nov. 1 the railways had evacu- 
ated from Rome 45,000 Fascists. But 
in a speech on March 24, 1924, Musso- 
lini said that he had had at his com- 
mand 52,000 men; by June 17 he had 
increased the number to 60,000, al- 
though in a letter written on Oct. 28, 
1924, he reduced it again to 50,000. 


Probably, then, his “troops” on. the 
fateful Oct. 30 numbered between 
50,000 and 60,000. 

But the Fascists who entered Rome 
on Oct. 30 were more numerous than 
those who on the morning of Oct. 28 
might have been called upon to face 
the regular army. The big rush of 
Black Shirts to Rome took place only 
after the revocation of the decree of 
martial law. During the morning of 
Oct. 28, according to a staff officer 
who was in Rome, not more than 8,000 
Fascists were in the city. During the 
afternoon of Oct. 28, all the next day 
and the following night, thousands of 
Fascists “marched” on Rome and 
joined those who had reached the city 
during the night of Oct. 27 and on 
the morning of Oct. 28. A few of them, 
like Mussolini, “marched” in sleeping 
cars; the majority “marched” in the 
trains they took by storm, in trucks, 
on horseback, or even on foot. 


Wherever they passed there was a 
prodigious slaughter of chickens and 
draining of wine casks. Any peasant 
indiscreet enough to claim rights of 
ownership over his poultry or wine 
ran the risk of being given short shrift 
as a “Communist” and an enemy of 
his country. Amid this “marching” 
anarchy Mussolini made his entry into 
Rome. 


The Black Shirts were divided into 
four groups. Those who had been 
transported by the railway which 
links Rome with Pisa had been pru- 
dently halted at Santa Marinella, a 
seaside village near Civitavecchia, 
thirty miles west of Rome. Others, 
coming from Umbria, were at Orte, 
thirty miles north of Rome. The Fas- 
cists from the Abruzzi were halted at 
Tivoli, fifteen miles east of Rome. The 
“insurgents” from the south were at 
Valmontone on the Rome to Naples 
railway, forty-five miles from the 
capital. Between these _ scattered 
groups there was no direct contact. 
They had a few machine guns, rifles, 
revolvers and a small amount of am- 
munition, bludgeons, table legs and 
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branches of trees. Such is the descrip- 
tion of them given in the Popolo 
d’Italia for Nov. 1, 1922—a source not 
open to suspicion—by the Belgian 
Member of Parliament M. Pierard, by 
the American journalist Carleton 
Beals, and by the Spanish journalist 
Sanchez Mazas, who were at Rome at 
the time. 

The contingents of the regular army 
stationed in Rome numbered 12,000 
men and could have easily dispersed 
these badly armed and ill disciplined 
groups. A pitched battle would have 
been unnecessary. It would have been 
enough to have left them without 
food and water in the desert of the 
Roman Campagna, cut off from their 
several bases. After twenty-four hours 
of this treatment a few judiciously 
administered kicks would have suf- 
ficed to have sent them home in a 
chastened mood. An old Roman pre- 
late, who had been at the Vatican with 
Pius IX in 1870 when the Italian 
forces occupied Rome with a loss of 
twenty men, commented on the de- 
fense of Rome in 1922 with the pithy 
remark: “We in our day put up a 
better defense.” 

Was it a revolution? The “march on 
Rome” no doubt possesses certain of 
the elements of a “political revolu- 
tion,” in that a group of men, though 
armed only with table legs, took ad- 
vantage of the weakness of the King 
and the Prime Minister and seized the 
government. But in a political revolu- 
tion the army is beaten by the revolu- 
tionaries or is unable to resist them, 
while the army chiefs remain faithful 
to the regular government. In the 
case of the “march on Rome” the new 
men seized the government with the 
connivance of many military chiefs. 


Thus the “march on Rome” should 
rather be classed as a military coup 
d’état. 

A military coup d’état is made with 
the help of the army by men who are 
in the highest posts in the govern- 
ment, as, for instance, the coup d’état 
in France on Dec. 2, 1851, when Louis 
Napoleon seized control of the Second 
Republic. In Italy in 1922 the King 
did not dare to abolish Parliament, 
nor did any general have the courage 
to compel the King to abdicate, or by 
a coup d’état to abolish Parliament. 

To annul the parliamentary prerog- 
atives the Italian military clique made 
a “pronunciamento” against the King 
in order to force him to carry out a 
coup d’état against Parliament. They 
camouflaged their “pronunciamento” 
as a popular “revolution.” The King 
found himself caught between a civil 
government represented by an incom- 
petent Prime Minister and a military 
uprising masked as a popular insur- 
rection. He was forced to choose be- 
tween giving in to the “advice’”—the 
masked “‘pronunciamento” of the mili- 
tary clique—or abdicating in favor of 
his cousin. He yielded to the pressure 
and disarmed the civil government by 
depriving it of its indispensable means 
of legal repression. 

So Israel Zangwill was right in re- 
garding the “march on Rome” as 
a comic opera when the Fascists 
wanted him to believe it a genuine 
revolution. He would have regarded it 
as a serious matter had he realized 
that he was witnessing a military 
“pronunciamento” directed against 
the civil government. The pretended 
popular “revolution” was only the 
civic mask hiding the abolition of 
parliamentary institutions in Italy. 
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| Picaeroggrrmny power stands out 
as the issue above all others 
that distinguishes parties and candi- 
dates in the 1932 Presidential cam- 
paign. Particularly is this so since 
President Hoover’s acceptance address 
has brought him measurably closer to 
the Democrats’ outright repeal stand 
on prohibition. 

Generally speaking, the position of 
the President and the Republicans is 
to “stand pat” on the power question; 
Governor Roosevelt and the Demo- 
crats occupy a “progressive” position 
in demanding considerable reform; 
while the Socialists, headed by Nor- 
man Thomas, urge public ownership 
of natural resources and basic indus- 
tries, including, of course, ownership 
of the utilities that supply the Ameri- 
can people with electric current. 

That there is a power issue this 
year may fairly be ascribed to Gover- 
nor Roosevelt’s leadership of the Dem- 
ocratic party. Regular Republicans 
have never raised the question as one 
of moment to the welfare of the 
American people. What allusion has 
been made either in party platform or 
by the President has been casual, 
slight or negative, the assumption be- 
ing that all was well, which is the posi- 
tion maintained by the spokesmen of 
the power industry. That likewise was 
precisely the pre-convention position 
of other Democratic candidates, nota- 
bly Governor Albert C. Ritchie of 
Maryland. It was Governor Roose- 
velt’s nomination, therefore, in view 


of his power record as Chief Execu- 
tive of New York, that has placed this 
issue in the forefront and provided 
the opportunity to register a clean- 
cut choice in the Presidential election. 

How vital the power question ap- 
pears to some of our ablest public men 
may be gleaned from the following 
statement by Congressional leaders of 
both major parties: 

We regard the power question in its 
economic, financial, industrial and social 
aspects as one of the most important is- 
sues before the American people in this 
campaign of 1932. 

Its political significance cannot be over- 
estimated and must challenge the atten- 
tion of those interested in any progres- 
sive movement or measure. The reason 
is plain. The combined utility and bank- 
ing interests, headed by the Power Trust, 
have the most powerful and widely or- 
ganized political machine ever known in 
our history. This machine cooperates 
with other reactionary economic, indus- 
trial and financial groups. It is strenu- 
ously working to control the nomination 
of candidates for the Presidency and the 
Congress of both dominant political par- 
ties. 

This declaration was signed by fif- 
teen United States Senators, twenty- 
two United States Representatives, by 
judges and others prominent in public 
affairs. The Republican Senators in- 
clude George W. Norris and Robert B. 
Howell of Nebraska, Bronson Cutting 
of New Mexico, Hiram Johnson of 
California, Lynn J. Frazier and Ger- 
ald P. Nye of North Dakota, while 
among the Democratic Senators are 
Thomas J. Walsh and Burton K. 
Wheeler of Montana, Clarence C. Dill 
of Washington, Edward P. Costigan 
of Colorado, Kenneth McKellar of 
Tennessee and Thomas P. Gore of 
Oklahoma. Here, in brief, the power 
issue is presented far more vividly 











than in the major party platforms. 


The Republican platform, under 


“Public Utilities,” reads: 

Supervision, regulation and control of 
interstate public utilities in the interest 
of the public is an established policy of 
the Republican party, to the credit of 
which stands the creation of the Inter- 
state Commerce Commission, with its 
authority to assure reasonable transpor- 
tation rates, sound railway finance and 
adequate service. 

As proof of the progress made by the 
Republican party in government control 
of public utilities, we cite the reorganiza- 
tion under this administration of the 
Federal Power Commission, with author- 
ity to administer the Federal water- 
power act. We urge legislation to regu- 
late the charges for electric current 
when transmitted across State lines. 

The tenth plank of the Democratic 
platform reads: 

Protection of the investing public by 
requiring to be filed with the govern- 
ment, and carried in advertisements, of 
all offerings of foreign and domestic 
stocks and bonds, true information as to 
bonuses, commissions, principal invested 
and interest of sellers. Regulation to the 
full extent of Federal power of (a) Hold- 
ing companies which sell securities in 
interstate commerce; (b) Rates of utility 
companies operating across State lines; 
(c) Exchanges trading in securities and 
commodities. 

It will be observed that while both 
planks are slight, the Republican con- 
notes a satisfactory, the Democratic 
an unsatisfactory state of affairs. The 
Republican plank says nothing about 
holding companies or protection of 
the investing public. Both speak of 
control of rates of electricity sent 
across State lines, the Republican 
platform urging “legislation to au- 
thorize” the Federal Power Commis- 
sion “to regulate the charges for elec- 
tric current when transmitted across 
State lines,’ the Democratic advocat- 
ing “regulation to the full extent of 
Federal power.” It is fair to note that, 
though the Republicans have been in 
power with control of both houses of 
Congress for eleven years, they have 
not regulated interstate electricity in 
accordance with their present plank. 
But, as already indicated, neither 
plank goes very far. 
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Those engaged in the private busi- 
ness of manufacturing, distributing 
and selling electric current for light 
and power contend that the business 
is admirably run, that service is ex- 
cellent, that rates to the consumer 
have been steadily reduced, and that 
the industry’s securities are second to 
none in safety. In the frequently ut- 
tered phrase of Martin J. Insull, one 
of the leading utility spokesmen, “the 
American public utility industry is 
the envy of the whole world.” It is the 
industry’s further contention that it 
is adequately regulated by existing 
State commissions. Criticism that 
rates are excessive and regulation in- 
effective are met by utility spokes- 
men with denials and the counter- 
charge that those who make them are 
variously “politicians,” “agitators,” 
“demagogues,” “pinks” or “reds.” In- 
deed, the formula suggested to one of 
the nation’s leading utility magnates 
by his public relations counsel, “not 
to try reason or logic * * * but to pin 
the Bolshevist idea” on an opponent, 
has been widely followed. The indus- 
try is likewise unqualifiedly opposed 
to any form of public utility opera- 
tion, Federal, State or municipal, it 
being part of its established policy to 
combat existing municipal plants. 

On the other hand, critics of the 
privately owned utilities, which are 
centralized in approximately ten great 
holding company systems, produce 
abundant evidence that regulation by 
State utilities commissions has on the 
whole proved ineffective to protect 
either the consumer in securing mod- 
erate rates or in safeguarding the in- 
vestor. 

The government’s own agency, the 
Federal Trade Commission, has, in the 
course of several thorough inquiries 
conducted for five years, uncovered 
a variety of far-reaching abuses. Per- 
haps the most startling was the dis- 
covery of a nation-wide propaganda 
campaign, admittedly the largest 
peace-time effort to shape public 
opinion in the nation’s history. This 
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campaign to disseminate the stand- 
point of the private utilities system- 
atically invaded colleges, schools, pub- 
lic forums, clubs, the press, the motion 
pictures and the radio. The most 
objectionable aspect of the propa- 
ganda was that it did not appear as 
a frank and open presentation of an 
industry’s case, but was almost in- 
variably disguised as disinterested 
and unbiased. Another objection was 
that its vast cost was charged directly 
to the light and power consumer. The 
public paid for it. 

Among the abuses that have been 
uncovered by the Federal Trade Com- 
mission is the almost universal prac- 
tice of arbitrarily “writing up” the 
valuations of utility properties in or- 
der to enlarge the rate base, a device 
which corresponds in purpose to the 
“stock watering” of an earlier day. 
The consumer, of course, pays, indef- 
initely, a higher rate to permit the 
“fair return,” be it 6, 8 or 10 per cent, 
on this fictitious capitalization. Char- 
acteristic stock and securities “write- 
ups” brought to light by the Federal 
Trade Commission have been those of 
the American Gas and Electric Com- 
pany, $88,492,000; the American 
Power and Light Company, $74,000,- 
000, and the Electric Power and Light 
Company, $70,103,600; while the pro- 
portion of increase after the purchase 
and “reorganization” of various light 
and power properties is illustrated by 


these examples: 
“Value’’ After 
Original Cost ‘‘Write-up’’ 


Light, Miss- 
issippi ... 
Buffalo, WNi- 
agara and 
Eastern ... 
Electric 
Power and 
Light, Lou- 
isiana 9,190,757.00 19,076,594.00 


From the companies already inves- 
tigated it may conservatively be as- 
sumed that the total utility inflation 
of this character is not less than $2,- 
000,000,000. At 8 per cent this type of 
padding alone would levy an annual 


$9,726,966.00 $20,441,510.00 


54,878,574.00 107,836,022.00 


charge of $160,000,000 on the nation’s 
light and power consumers. Regula- 
tion has thus far failed to cope with 
this abuse. Once the securities thus 
diluted have been issued and sold to 
the public to the detriment of the con- 
sumer, the “water” is, so to speak, 
over the dam. 


Fearful that rates may prove “con- 
fiscatory” and zealous for property 
rights, the courts have gradually in- 
jected themselves into the rate-mak- 
ing function under a steadily grow- 
ing interpretation of the due process 
clause of the Fourteenth Amendment 
to the Constitution. While the legal 
status of rate-making, with its atten- 
dant theory and practice of valuation, 
is still largely in a flux, the utilities 
have, in many cases in which local 
commissions have sought to halt ex- 
cessive valuation and rates, managed 
to evade regulation by protracted liti- 
gation, the cost of which, win or lose, 
is borne by the consumer. 


Another development against which 
a warning was sounded five years ago 
by the noted economist, Professor 
William Z. Ripley of Harvard, in his 
book, Main Street and Wall Street, is 
the pyramiding of holding companies 
on operating companies. The process, 
which has progressed to the super- 
imposition of as many as seven tiers, 
serves the speculative objectives of a 
small group of “insiders,” both as a 
means of accumulating fortunes in 
short order, and to control vast 
amounts of other people’s money with 
a small investment of their own. Of 
the typical cases brought to light by 
the Federal Trade Commission may 
be cited that in which H. M. Byllesby 
& Co, “with an investment of 
less than $1,000,000, is able to ex- 
ercise the voting control over more 
than $370,000,000 of operating cap- 
ital,” and in which “an investment of 
less than $13,000,000 becomes the re- 
siduary beneficiary of the income pro- 
duced by that large investment.” 

What Professor Ripley predicted in 
1927 might come at the first financial 
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squall has already happened to the 
Tri-Utilities system, and more recently 
to the great Middle West Utilities, 
ramifying into thirty-one States, 
whose top-heavy financial structure 
has collapsed, leaving a saddened and 
impoverished host of “widows and 
orphans” and “customer owners.” 
Regulation failed utterly to protect 
them. 

The Insull collapse bears further 
on utility activities in politics for the 
purpose of evading regulation. Five 
years ago a Senate inquiry disclosed 
that Samuel Insull had contributed 
to both Republican and Democratic 
candidates seeking a United States 
Senate seat from Illinois the greater 
part of their total campaign funds. 
Colonel Frank L. Smith, the Republi- 
can candidate, happened at the same 
time to be Chairman of the Illinois 
Commerce Commission, the body 
charged with regulating the Insull 
and other utilities in the State. A 
less intimate relationship and more 
vigorous regulation might conceivably 
have obviated the receiverships which 
have now descended on various Insull 
units. 

This case, while perhaps extreme in 
its crudity, bears the earmarks of 
practices that are not without plenti- 
ful analogies in the close relationship 
of power interests and political ma- 
chines. In Connecticut the Republican 
National Committeeman and State 
leader is likewise president of the 
Connecticut Light and Power Com- 
pany and half a dozen other utilities. 
In Nebraska, in 1930, the utilities 
worked hand in glove with the Re- 
publican organization in the effort to 
defeat Senator Norris for re-election. 


One final obstacle to regulation re- 
quiring mention is the “holding com- 
pany.” Technically, this is not a 
utility and therefore not subject to 
the State Utilities Commission. More- 
over, it is usually in a different State 
from those in which most of its 
operating or other holding companies 


are located. The mushroom growth of 
the holding company device has led to 
a fantastic complexity of intercor- 
porate relationships. The Associated 
Gas and Electric Company had in 
1931 eighteen separate classes of 
bonds or debentures and ten separate 
classes of stock, preferred and com- 
mon, in addition to stock purchase 
rights and interest-bearing allotment 
certificates. So intricate is this sys- 
tem, composed of several hundred 
corporations to hold, subhold, operate, 
manage company properties, trade in 
its securities, do its advertising and 
publicity, build its plants, and so forth, 
that the vice president of the com- 
pany was obliged to confess on the 
witness stand that he could not re- 
member in what companies he was a 
director or official and even the char- 
acter of the business transacted by 
some of them. 

These labyrinthine structures, power 
company officials have contended, 
serve the public in securing greater 
safety through diversification, greater 
ease in securing credit and in render- 
ing expert engineering services at 
lower cost. This view, however, is not 
shared by experts not affiliated with 
the industry, who see in this system 
the possibility of concealing profits 
and adding to them by padded inter- 
company charges. Professor Bon- 
bright and Mr. Gardner C. Means of 
Columbia University, in their recent 
scholarly volume, The Holding Com- 
pany, point out also (as did likewise 
Professor Ripley) that these numer- 
ous companies serve to deprive in- 
vestors of any voice in the disposi- 
tion of the funds they have invested, 
and that, “in order to maintain work- 
ing control of the great utility sys- 
tems which they have created, public 
utility operators have resorted to 
every known device for disfranchis- 
ing the great mass of investors.” 

The utility industry has vigorously 
maintained that these superimposed 
holding companies and excessive 
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capitalizations have no bearing on the 
rates charged consumers. Professor 
Ripley in 1927 shared that view (Main 
Street and Wall Street, page 324). 
Other experts writing within the year 
think otherwise (Bonbright & Means, 
The Holding Company, pages 164- 
167). Of great pertinence also is the 
contrast between the rates charged in 
Ontario under public ownership or in 
some of the numerous municipal 
plants, such as in Seattle, Tacoma, 
Los Angeles and hundreds of smaller 
towns in the United States, which in- 
dicates that rates, especially domestic 
rates, charged by the privately owned 
public utilities are far higher than 
they need be. “There are in Massa- 
chusetts today,” wrote Professor Rip- 
ley in 1927, “perhaps sixty small 
municipal plants which are effectively 
serving their communities at rates 
quite reasonable by comparison with 
those made by the great centralized 
corporations” (Main Street and Wall 
Morris Lle- 


Street, pages 288-289). 
wellyn Cooke, perhaps the outstand- 


ing hydroelectric engineer in the 
country, has estimated that domestic 
rates in the United States are approxi- 
mately 100 per cent too high. 

The pros and cons of the two sys- 
tems in the State of California, where 
public and private ownership in every 
variety exist side by side, have been 
dispassionately set forth by Frederick 
L. Bird and Frances M. Ryan in their 
book, Public Ownership on Trial. One 
of their conclusions is that California 
owes its relatively low rates to the 
considerable number of municipal 
plants. Another study, just completed 
after two years’ investigation, is that 
of the public-utility section of the 
Commonwealth Club of California. Its 
conclusion was not merely that 
municipal plants charge far lower 
rates, but that, contrary to the asser- 
tion that the consumer pays the 
difference in higher taxes, the surplus 
has often been used to reduce local 
taxes. Finally, it is the conclusion of 


Stephen Raushenbush in his recently 
published book, The Power Fight, that 
the American public is paying “not 
less than a million dollars a day more 
than it should in electric rates.” 


Broadly speaking, persons more or 
less informed on the power issue divide 
into two camps—those who see the 
problem chiefly from the standpoint 
of the public and those who approach 
it rather from the side of the indus- 
try. Governor Roosevelt’s supporters 
declare that he is fully aware of the 
social aspects of the widest possible 
distribution of power at the lowest 
price, and apparently there is among 
them more enthusiasm over his stand 
on the power question than over any 
other part of his public record. It is 
that which has drawn to his standard 
certain Republican insurgents, and led 
the more progressive Democratic Sen- 
ators, such as Wheeler and Dill, to 
support him vigorously in the precon- 
vention campaign. 


Speaking of the prospective devel- 
opment of the St. Lawrence, for which 
he has striven, Governor Roosevelt de- 
clared in an address at Binghamton 
two years ago: 

If it is done, in our State as in Ontario 
at the present time, we shall have, I am 
confident, much cheaper electricity in 
the home. This means the release of wo- 
men from the drudgery of housework. 
They will have the benefit of electric 
lights, refrigeration, ranges, radios, dish- 
washers, clothes washers and all other 
household appliances run by electricity. 

Let me mention that the household cost 
here for the average family in Bing- 
hamton for 35 kilowatt hours is $3 per 
month; that a woman in Ontario can 
have a complete electric kitchen for $3.40 
a month, whereas, here in Binghamton, 
that same electrified kitchen would cost 
$11.15 a month. 


One of Governor Roosevelt’s most 
important official acts has been to ap- 
point the commission known as the 
New York Power Authority to super- 
vise the St. Lawrence project. Its 
members are all citizens not only tech- 
nically equipped but conspicuous for 
their interest in the public welfare— 
Frank P. Walsh, lawyer; Fred Free- 
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stone, Master of the State Grange and 
long an advocate of rural electrifica- 
tion; Delos M. Cosgrove of Water- 
town, president of the Jefferson Coun- 
ty Bar Association, who was largely 
instrumental in the establishment of 
the Watertown municipal plant; 
James C. Bonbright, Professor of Fi- 
nauce at Columbia University, and 
Morris Llewellyn Cooke, hydroelec- 
tric engineer. The editorial comment 
of one New York newspaper on these 
appointees was that none was “Power 
Trust minded or Power Trust owned.” 

A lawyer by profession, Governor 
Roosevelt has spoken out against the 
interference of the courts in rate mak- 
ing, and the indications are that, if he 
were elected President, he would try 
to secure legislation abrogating the 
courts’ usurpation of legislative func- 
tions. He has repeatedly urged Fed- 
eral control of holding companies op- 
erating across State lines. He has 
backed bills for “power districts,” per- 
mitting municipalities to buy whole- 
sale cheap electric power to be devel- 
oped. He has made plain his convic- 
tion that regulatory commissions are 
not merely “quasi-judicial” bodies act- 
ing as neutral arbiters between the 
power companies and the consumers 
but administrative agencies intended 
to promote and defend the public’s in- 
terests and rights. He has repeatedly 
pointed to the inadequacy of regula- 
tion and to the perils inherent in the 
uncontrolled activities of the utilities. 

On the other hand, President Hoov- 
er’s references to the power issue have 
been few and far between. Nor have 
they indicated any belief that reforms 
were needed in the industry for the 
protection of either consumers or in- 
vestors or to render power more widely 
available. In his speech accepting the 
renomination his sole reference was: 

I have repeatedly recommended the 
Federal regulation of interstate power. I 
shall persist in that. I have opposed the 
Federal Government undertaking the op- 


eration of the power business. I shall 
continue that opposition. 


That President Hoover is a some- 


what recent convert to Federal regu- 
lation of interstate power would ap- 
pear from the address in Washington 
on Oct. 14, 1925, when he was Secre- 
tary of Commerce, before the thirty- 
seventh annual convention of railroad 
and utility commissioners. The ad- 
dress was entitled “Why the Public 
Interest Requires State Rather Than 
Federal Regulation of Electric Public 
Utilities,” and was reprinted and dis- 
tributed by the National Electric 
Light Association. In this he set forth 
four arguments for Federal regula- 
tion, analyzed and rejected each in 
turn. The second of these dealt with 
the power transmitted across State 
lines: 

Power has no such interstate implica- 
tion as transportation. * * * Further- 
more, there has been outrageous exag- 
geration of the probable extent of inter- 
state power. * * * At the present time 
less than 4 per cent of the power de- 
veloped passes State lines. 

Mr. Hoover then argued forcibly 
that a State commission in the State 
where power was generated could fix 
the rates in a neighboring State, con- 
cluding: 

It is difficult to conceive a situation 
which, so far as public interest goes, 
could not te controlled in this simple 
and effective manner. It needs no new 
machinery * * * requiring sanction by 
Congress. If, in the passage of time and 
the accumulation of experience, the un- 
expected, either economic or legal, 
should happen * * * it will be time 
enough to talk of Federal control. No 
such condition exists today or is appar- 
ent in the future. 

President Hoover’s reference in his 
acceptance address to opposing the 
government undertaking of the power 
business was suggested chiefly by 
Muscle Shoals, where the government 
during the war invested $150,000,000. 
It has been Senator Norris’s conten- 
tion for many years that as the pub- 
lic’s money had already gone into this 
vast enterprise, it should not be 
turned over to private exploitation 
for profit, but should be utilized as 
a “yard-stick” for the production of 
low-cost power. A decade-long battle 
has been waged over this issue with 
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Senator Norris’s bills steadily gaining 
Congressional support, but not yet 
sufficient to overcome repeated Presi- 
dential vetoes. Meanwhile the develop- 
ment on the Tennessee River is at a 
standstill. 

The burden of the criticism of Presi- 
dent Hoover’s attitude and acts on 
power may be found in speeches in the 
Senate by insurgent Republicans and 
progressive Democrats. It is summar- 
ized in two reports issued by the non- 
partisan National Popular Govern- 
ment League. The first report be- 
fore the 1928 campaign analyzed the 
power records of Mr. Hoover and Al- 
fred E. Smith. Based on Mr. Hoover’s 
eight-year record as Secretary of 
Commerce, in which his frequent ad- 
dresses before utility organizations 
were broadcast in pamphlet form by 
their publicity departments, the 


league estimated that Mr. Hoover, if 
elected, would be wholly partial to 
these utilities and silent on their prop- 
aganda and financial methods. 


The second report, issued in March, 
1932, summarizing the power records 
of six Presidential possibilities, as- 
serted that not only had the league’s 
previous prediction been amply sus- 
tained, but that President Hoover had 
gone further and had sought to evade 
or destroy the Federal Power act. In 
substantiation are given his appoint- 
ments to the Federal Power Commis- 
sion and the immediate dismissal by 
his appointee of Solicitor Charles A. 
Russell and Chief Accountant William 
V. King, who had been active in block- 
ing private utility claims for inflated 
capitalization. The Senate’s unsuccess- 
ful fight to revoke its confirmation of 
President Hoover’s appointee as chair- 
man of the Federal Power Commis- 
sion is a matter of record. But the out- 
cry was loud enough to cause Mr. 
King’s reinstatement. 

Recent activity of the Federal 


Power Commission would tend to in- 
dicate, however, that either it is 
beginning to see a new light or that 
its critics may have been mistaken. 
These critics advance a third possi- 
bility—namely, that a political need 
is sensed to offset Governor Roose- 
velt’s policies, and it is suggestive 
that the activity in question has taken 
place since the candidates were nomi- 
nated. In July the commission re- 
leased to the press an advance abstract 
of a voluminous report to be issued 
later sharply critical of holding com- 
panies. Later the same month the 
commission made public its decision 
in the case of the Mitchell Dam on 
the Coosa River to the effect that 
valuation must be based on the cost 
of properties. The ruling awarded the 
Alabama Power Company a value of 
$6,173,576 instead of its claimed 
valuation of $10,646,056. “Capitaliz- 
ing intangibles,” declared Chairman 
George Otis Smith in the text of his 
decision, “can only lead to trouble for 
the investors who may later buy 
‘securities’ at transient or imaginary 
values.” 

Thus it will be seen that. neither 
side of a controversy is either all 
white or all black. Nevertheless, there 
is in the power issue, as represented 
by President Hoover and the Republi- 
can party, on the one hand, and Gov- 
ernor Roosevelt and the Democratic 
party on the other, a greater diver- 
gence than on any other question. 
Reduced to simplest terms, President 
Hoover has never given any indica- 
tion that he considered that a power 
issue existed at all, while Governor 
Roosevelt believes there is a vastly 
important struggle now being waged 
between the private and the public 
interest in which the public interest 
requires a protection which it has not 
hitherto received. 





Britain Charts a New Course 


I—_The National Government’s First Year 


By FRANCIS W. HIRST 


{The writer of the following survey of 
events in Great Britain during the first 
year in office of the National Govern- 
ment was editor of the London Economist 
from 1907 to 1916, and is author of a 
number of works on economic, political 
and historical subjects, including a life 
of Thomas Jefferson.] 


N Aug. 24, 1931, the following of- 
ficial statement was issued from 
10 Downing Street: “The Prime Min- 
ister this afternoon tendered to the 
King the resignation of the Ministry, 
which was accepted by His Majesty, 
who entrusted Mr. Ramsay MacDon- 
ald with the task of forming a Na- 
tional Government on a comprehen- 
sive basis for the purpose of meet- 
ing the present financial emergency. 
Mr. Ramsay MacDonald accepted the 
commission, and is now in conference 
with Mr. Stanley Baldwin and Sir 
Herbert Samuel, who are cooperating 
with him in the constitution of such 
an administration.” 

To understand the situation and the 
important consequences which fol- 
lowed, we must remember that owing 
to the decline of trade and the rapid 
growth of unemployment, Mr. Snow- 
den’s budget estimates were rendered 
inaccurate. Expenditure was rising 
and revenue falling. The Labor party 
as a whole was bent upon increas- 
ing social expenditure, and was strong- 
ly adverse to any drastic forms 
of economy. An independent commit- 
tee, called the May Committee, after 
the name of its chairman, had been 
appointed in February on the motion 
of Sir Donald Maclean, a Liberal 
member of Parliament, to report on 


the financial position, and to make 
recommendations. The political crisis 
which led to the fall of the second 
Labor Government, after two years 
in office, resulted from the report of 
the May Committee, published on 
July 31, the day of the adjournment 
of Parliament. The report reviewed 
the national expenditure. It estimated 
that the next budget would show a 
deficiency of no less than £120,000,- 
000, which would have to be made 
good either by additional taxes or 
by economies or by both methods. To 
meet this impending deficit, the ma- 
jority report proposed an immediate 
saving of £96,000,000, including re- 
ductions in public assistance to the 
unemployed amounting to £66,000,- 
000. 

Public opinion was profoundly 
stirred by these sensational disclos- 
ures; nor were the prospects of the 
government improved by the fact that 
the two Labor members of the May 
Committee disagreed with the econ- 
omy proposals and held that the bud- 
get ought to be balanced by impos- 
ing additional taxation on holders of 
fixed incomes. Mr. MacDonald sum- 
moned an economy committee of the 
Cabinet, and discussed the situation 
with Mr. Baldwin and Sir Herbert 
Samuel. 

All seemed to be going satisfac- 
torily until, on Aug. 20, the Cabinet 
committee met the General Council 
of the Trades Union Congress and the 
Executive of the Labor party. The 
Prime Minister and Philip Snowden, 
who was Chancellor of the Exchequer, 
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found that they could not carry even 
the majority of their party Executive 
with them. The refusal of the coun- 
cil of the trade unions to agree to 
any reduction of the social services 
and of the unemployment benefit was 
decisive. Mr. MacDonald was deserted 
by most of his Cabinet colleagues, but 
with the support of the Conservative 
and Liberal parties he decided at the 
King’s request to form a National 
Government to deal with the national 
emergency, and above all, to balance 
the budget. On Aug. 25 a small Cab- 
inet of ten Ministers was formed, con- 
sisting of four Labor Ministers, four 
Conservatives and two Liberals. 


Approval of the National Govern- 
ment was expressed at meetings of 
both the Conservative and Liberal 
parties on Aug. 28. On the same day 
the Labor party decided to oppose the 
government, and elected Arthur Hen- 
derson as its leader in place of Ram- 
say MacDonald. Great as were the 
personal influence and prestige of Mr. 
MacDonald and Mr. Snowden, it soon 
became obvious that they could hope 
to carry with them only a small num- 
ber of their regular adherents. The 
whole power of the party machine 
was immediately turned against them, 
and the issue of national economy and 
retrenchment as against the policy of 
an increased and increasing social ex- 
penditure thus became the main po- 
litical issue, and remained the pre- 
dominant consideration in the minds 
of the people until after the general 
election. 


Discredited by its extravagance, the 
Labor Government fell because, when 
the crisis came, it could not agree, 
even with the promised support of the 
other two parties, to take the steps 
necessary to retrieve the financial sit- 
uation. Mr. Snowden’s repeated warn- 
ings had been disregarded, and for the 
next few weeks his powerful advocacy 
of economy and biting criticisms of 
his old colleagues for running away 
and evading responsibility made him 
the outstanding political figure and 


the strongest support of the National 
Government. 

The Prime Minister meanwhile is- 
sued assurances that the new govern- 
ment was not a coalition government, 
but a government of cooperation for 
the one purpose of dealing with a 
national financial emergency. “When 
that purpose is achieved,” he declared, 
“the political parties will resume their 
respective positions.” 

As the new government had a suf- 
ficient majority in the House of Com- 
mons to carry all the measures neces- 
sary to meet the emergency and bal- 
ance the budget, there was no obvious 
need for a general election, but on this 
subject there soon arose a _ sharp 
division of opinion in the Cabinet. The 
Conservatives desired it, because they 
could not carry a general protective 
tariff through the then existing Par- 
liament, and hoped, with their super- 
ior organization and ample funds, to 
gain their grand objective by an early 
appeal to the country. The Liberals, 
on the other hand, being unprepared 
and ill-supplied with either candidates 
or money, were equally anxious to 
postpone the election, both for party 
reasons and because they feared that 
a Conservative victory would be fatal 
to free trade, just as a Labor victory 
would be fatal to public economy. 

Parliament was summoned to meet 
for an emergency session on Sept. 
8, 1931, and the new government 
found itself with a normal majority 
of about sixty over the Labor oppo- 
sition. It promptly introduced and car- 
ried a national economy bill, calcu- 
lated to save some £70,000,000 a year, 
and a second budget with additional 
taxation. Since the report of the May 
Committee, the outlook had darkened, 
and Mr. Snowden, who remained Chan- 
cellor of the Exchequer, now esti- 
mated that a further sum of £170,- 
000,000 (almost equal to the whole 
pre-war budget) must be found to 
balance revenue and expenditure in 
the next financial year, 1932-3. 

A large part of the prospective 





BRITAIN CHARTS A NEW COURSE 53 


deficit —some £70,000,000 — resulted 


from the Cabinet’s determination to. 


stop all borrowing for the unemploy- 
ment insurance fund and road fund, 
but this was met by reductions of ex- 
penditure. The Chancellor of the Ex- 
chequer also reduced the sinking fund. 
But so great was the prospective 
shortage of revenue that he still had 
to find by taxation over £40,000,000 to 
balance the 1931 budget, and over 
£81,000,000 to provide for the budget 
of 1932. This was achieved, without 
introducing any new protective duties, 
mainly by additions to the income tax 
and to the customs and excise on beer 
and tobacco. These drastic proposals 
were received with a mixture of stoical 
resignation and patriotic enthusiasm 
by the majority in Parliament and by 
the nation at large, which felt that 
strong measures were needed to sup- 
port the public credit. 

Although the fall in prices and the 
great reduction in the cost of living 
since 1925 more than justified the 10 
per cent cut in unemployment benefit 
as well as in the salaries and wages 
of many thousands of public servants, 
Labor leaders calculated that these 
economies would exasperate millions 
of poor people, and possibly enable the 
party to win the election. Accordingly, 
they voted against the second reading 
of the national economy bill on Sept. 
14, and against the second reading of 
the budget on Sept. 23. Their cam- 
paign in the country was conducted 
on the same lines; and on the eve of 
the general election the Labor leaders 
announced that if they were returned 
to power they would restore all the 
cuts in unemployment benefit and 
wages as soon as possible. 

Nor has their attitude changed in 
the new Parliament. On June 23, 1932, 
Mr. Lansbury, speaking for the Oppo- 
sition, as leader of the Parliamentary 
Labor party, said: “We do not believe 
and we do not accept the doctrine that 
economy is a remedy for the present 
state of affairs:” In fact, their rem- 
edy for bad trade and unemployment 


is not less expenditure and less tax- 
ation but more expenditure and more 
taxation, though the taxation they 
have in view would be imposed wholly 
on the rentier class. 


Among the considerations advanced 
by Mr. MacDonald and other leading 
supporters of the National Govern- 
ment to justify sweeping retrench- 
ments of national expenditure was the 
danger that the country might be 
driven off the gold standard, in which 
case they said the pound might easily 
lose half its value, and the position 
of the unemployed and government 
servants would then become much 
worse than if they had submitted to 
comparatively mild reductions of 10 
per cent in their incomes. But this ar- 
gument was shattered by events. The 
financial debacle in Austria and Ger- 
many and a rapid spread of bankrupt- 
cies and defaults in other countries 
had sent a shiver of nervous distrust 
all over the world; and the news that 
the British budget was unbalanced, 
along with the continuous drain of 
gold to New York and Paris, was 
shaking international confidence in 
even the Bank of England. Would its 
resources be adequate to its commit- 
ments and obligations? An affirma- 
tive answer to this question might 
have been expected after the forma- 
tion of the National Government and 
the balancing of the budget. Large 
gold credits were then opened and 
placed at the disposal of the Bank of 
England by New York and Paris. 

But suspicion was not wholly al- 
layed. Exaggerated fears of the 
strength of Labor and other disturb- 
ing rumors induced more and more 
gold withdrawals from London until, 
on Sunday, Sept. 20, the government, 
on the advice of the Governor of the 
Bank of England, decided to suspend 
the bank charter act and abandon the 
gold standard. The gold standard 
amendment act was passed through 
all its stages and became law on 
the following day, Sept. 21. This un- 
expected blow caused general con- 
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sternation, and for a few days Brit- 
ain reeled under the shock. But the 
consequences proved less dreadful 
than was anticipated, and the mod- 
erate rise in prices—never more than 
10 per cent—soon began to operate to 
the advantage of British trade, act- 
ing as a stimulus on exports to gold 
standard countries and as a check on 
imports. In this way the unfavorable 
balance of trade, or rather of pay- 
ments, began to be redressed, and be- 
fore the end of the year a substantial 
reduction took place in unemployment. 
Meanwhile, Mr. MacDonald yielded 
to the demands of his Conservative 
colleagues for a general election, and 
the polling took place on Oct. 27, 
1931. By that time confidence had 
been restored and trade was improv- 
ing. The Liberal party was heavily 
handicapped by lack of candidates and 
funds and by the secession of Mr. 
Lloyd George, who announced from 
his sick bed that he could not sup- 
port the National Government, and 
advised free traders to vote Labor. 
But as the program of the Labor 
party involved a return to extrava- 
gance, with still higher taxes, na- 
tionalization of banks, inflation and a 
system of quotas on imports and ex- 
ports, which might prove worse than 
tariffs, Mr. Lloyd George’s advice was 
generally disregarded, and in the 
greater number of constituencies 
where the Liberals had no candidates 
they either abstained from voting or 
voted for the Conservative nominee. 
To understand the results it should 
be observed that the one-member con- 
stituency is not adapted to a three- 
party system. To remedy this, since 
the war proportional representation 
has been urged, but the Labor party 
always refused to support the change, 
and consequently it could not com- 
plain of the result. The Conservatives 
raised their strength in the House of 
Commons from 263 to 471; Labor fell 
from 264 to 52; the Liberals rose from 
58 to 72, and Mr. MacDonald’s Labor 
supporters, called National Labor, de- 


clined from 15 to 13. There was a 
great change-over of votes, but a still 
greater one in representatives, and the 
new Parliament is a caricature of elec- 
toral opinion. A Labor member repre- 
sents 144,000 voters, a Liberal only 
38,000 and a Conservative only 28,000. 


Undoubtedly the main issues which 
decided the election were finance and 
economy. The majority voted against 
the Labor program because they be- 
lieved that its acceptance would entail 
public bankruptcy. Although most of 
the Liberal candidates favored free 
trade and most of the Conservative 
candidates protection, this issue was 
comparatively in the background, be- 
cause neither the Prime Minister nor 
the Conservative leaders asked for 
a mandate to impose a general pro- 
tective tariff. Thus, on Oct. 20, Mr. 
Baldwin, describing the fundamental 
issue at Leeds, said: “It is not free 
trade; it is not protection”; and 
Neville Chamberlain, speaking at 
Dudley on the day before the poll, 
promised a careful and impartial ex- 
amination of the fiscal question, and 
reassured Liberal voters by saying: 
“You have not got to decide tomorrow 
whether you are going to have a tariff 
or free trade.” The Liberal leaders in 
their manifesto declared their opposi- 
tion to protection, and Mr. Snowden 
insisted, in a broadcast on Oct. 17, 
that a Conservative majority would 
not justify “a radical departure from 
our established fiscal system.” 


But the huge majority of Conserva- 
tives in the House of Commons 
proved to be overwhelmingly protec- 
tionist, and the Prime Minister no 
doubt felt that he could not maintain 
his position unless he adapted himself 
to the new Parliamentary situation. 
He had, moreover, introduced into the 
Cabinet two distinguished Liberals— 
Sir John Simon as Foreign Secretary 
and Walter Runciman as President of 
the Board of Trade—who had already 
indicated their willingness to accept 
a tariff for revenue or a tariff to 
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check imports for the purpose of 
balancing trade. At the same time, 
on Mr. Snowden’s acceptance of a 
peerage, Mr. MacDonald had trans- 
ferred Neville Chamberlain, a con- 
vinced protectionist, to the Exchequer. 

The new Parliament opened on Nov. 
10, and on Nov. 16 Mr. Runciman an- 
nounced a bill to restrict temporarily 
“abnormal importations” by means 
of high customs duties. His chief 
argument was that foreigners were 
trying to forestall tariffs by dumping 
their goods in advance, and were thus 
upsetting the balance of trade and 
endangering sterling. Under this act 
the Board of Trade promptly issued 
three orders between Nov, 25 and Dec. 
11, imposing duties of 50 per cent on 
many classes of manufactured articles, 
such as pottery, glassware, cutlery, 
tools, typewriters, woolen, linen and 
jute manufactures and various other 
textile goods, hosiery and chemicals. 
Another act imposed temporary duties 
up to 100 per cent on early fruit, vege- 
tables and other horticultural prod- 
ucts, under orders drawn up by the 
Ministry of Agriculture. All these im- 
port taxes were highly protective and 
soon led to retaliation, chiefly by 
means of quotas on British coal and 
exchange restrictions by France and 
other countries. 

Many free traders complained bit- 
terly that these measures were hur- 
ried through without any such 
impartial examination as had been 
promised. Most economists, includ- 
ing Mr. J. M. Keynes, who had pro- 
posed a revenue tariff earlier in the 
year, opposed them as unnecessary 
now that the country was off the gold 
standard. But even among Liberals 
quite a number were impressed by the 
argument that these were only tem- 
porary measures designed to reduce 
imports in a time of emergency in 
order to support sterling and to pre- 
vent a depreciation of the paper 
pound, which had been fluctuating at 
levels considerably below gold parity. 


But the next and by far the most 
important of the government’s tariff 
measures, the import duties bill, 
aimed at a permanent reversal of the 
fiscal system of the country. It was . 
admittedly protectionist, though it 
was also supported as a means of 
raising additional revenue for the pur- 
pose of relieving income taxpayers. 

After prolonged discussion in the 
Cabinet it proved impossible to in- 
duce the four free-trade stalwarts— 
Snowden, Samuel, Sinclair and Mac- 
lean—to assent to the bill, and they 
consequently tendered their resigna- 
tions to the Prime Minister. As this 
would have meant a very serious blow 
to the National Government, involv- 
ing the withdrawal of the support of 
the Liberal party, Mr. MacDonald and 
Mr. Baldwin devised a novel constitu- 
tional expedient. They offered their 
dissentient colleagues, with the ap- 
proval of the whole Cabinet, the right 
to speak and vote against the govern- 
ment’s fiscal policy. This offer was 
accepted on Jan. 22, 1932, and the 
arrangement became known as the 
“agreement to differ.” Though it 
offends against long tradition and the 
Cabinet practice of generations of 
British statesmen, it has worked much 
better than might have been ex- 
pected, and free traders were on the 
whole well satisfied when their oppo- 
sition to the new protection was 
expressed in powerful and uncompro- 
mising speeches by Viscount Snow- 
den in the House of Lords and by Sir 
Herbert Samuel and Sir Archibald 
Sinclair on the government front 
bench in the House of Commons. 

The import duties act imposed a 
general ad valorem duty of 10 per 
cent on all imports except wheat and 
meat, and a number of essential raw 
materials, not including timber, but 
including newsprint, in order, no 
doubt, to avoid the opposition of 
newspaper proprietors. A second and 
temporary exemption was given to 
Empire products; a third to goods 
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already dutiable, and a fourth to 
goods consigned to shipbuilding yards. 
Perhaps the most objectionable fea- 
ture of the measure was the estab- 
lishment of an advisory committee of 
three. This new authority was em- 
powered to recommend additional 
duties, under Treasury orders, to be 
confirmed afterward by the House of 
Commons, The colonial exemptions 
were to terminate on Nov. 15, 1932. 
The act also contained reciprocal or 
retaliatory bargaining clauses, allow- 
ing duties to be lowered in favor of 
or raised against a foreign country. 

During the debates the free list was 
enlarged. The second reading of the 
measure was carried on Feb. 16 by a 
majority of 453 to 75. About half the 
Liberal members supported the gov- 
ernment, though the Executive of the 
National Liberal Federation declared 
its unqualified condemnation of the 
bill. 

Meanwhile, the course of events 
abroad was not propitious. The Japa- 
nese were fighting against the 
Chinese in Manchuria and Shanghai. 
The Indian boycott, Kreuger’s suicide 
and de Valera’s repudiation of Irish 
debts to Britain, added to the general 
international chaos of tariffs, quotas 
and exchange restrictions, were all 
darkening the political and financial 
sky. Yet, even so, Neville Chamber- 
lain’s budget on April 19 brought 
bitter disappointment. In spite of the 
new revenue from customs he refused 
any concessions to income taxpayers, 
and, in face of loud Tory complaints, 
he maintained the beer duty as it had 
been fixed by Snowden. 

Tested by trade and unemployment, 
the results of what has been described 
as the “great experiment” in protec- 
tion have so far been unsatisfactory 
to those who have always held, since 
Joseph Chamberlain made his first 
tariff reform proposal in 1905, that 
protection would bring prosperity to 
British industries. Comparing the 
first half year of British overseas 


trade in 1932 with 1931 we find a re- 
duction of about 14 per cent in im- 
ports, of 6 per cent in British exports 
and of 18 per cent in re-exports. 
When we turn to the statistics of un- 
employment we find that in 1931 the 
numbers of unemployed in Great 
Britain rose rapidly to a peak figure 
of 2,811,000 on Sept. 21, when the 
gold standard was abandoned, and 
declined to 2,509,000 on Dec. 21. On 
March 21, 1932, the total number of 
unemployed was 2,567,000, but there- 
after the number rose month by 
month, until on July 25 it had reached 
again the high record of 2,811,000, 
which had been registered in the pre- 
vious September. 

The course of commodity prices has 
been surprising. At the end of June, 
1931, the Economist index number 
stood at 87. After the gold standard 
was abandoned the number rose to 90 
in December, 1931. But six months 
later, in June, it had fallen below 81, 
and was consequently more than six 
points lower than a year before, in 
spite of the depreciation of sterling. 
This result is, of course, due to the 
great fall in gold prices, which more 
than outweighed the fall in the par 
value of the pound from $4.86 to 
$3.60 on June 30, 1932. The fluctua- 
tions of the sterling’ and dollar ex- 
change have been fairly wide, but 
their violence has recently been modi- 
fied by the operation of a stabilization 
fund, instituted for that purpose by 
the government. 

Not less important than the move- 
ments of sterling and of the foreign 
exchanges has been the alteration in 
the price of money. The London bank 
rate, after standing at 6 since Sept. 
21, 1931, was reduced in February, 
1932, to 5 per cent, and by successive 
reductions to the very low rate of 2 
per cent at the end of June. The rapid 
lowering of the short loan and dis- 
count rates has been a feature of the 
present year. It is due partly to bad 
trade, partly to the absence of any 
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pressing demand for gold. The recent 
open-market rate of discount has been 
less than 34 per cent, an extraordi- 
narily low record. Happily, cheap 
money, though it has not stimulated 
trade, has helped to bring about a 
remarkable rise in gilt-edged securi- 
ties. From 54, the lowest figure of the 
year, the old 214 per cent Consols had 
risen by the end of June to 71, while 
the 4 per cent Funding Loan advanced 
from 83 to 107. These favorable cir- 
cumstances were seized by the Chan- 
cellor of the Exchequer, and on June 
30 he announced a gigantic scheme 
for converting £2,000,000,000 of War 
Loan from 5 to 3% per cent. This 
operation, coinciding with the Lau- 
sanne agreement, which practically 
settled German reparations, was re- 
sponsible for a general improvement 


on the London Stock Exchange and 
on the Continental bourses, and the 
great advance in British gilt-edged 
securities was immediately followed 
by a boom in Wall Street and a con- 
siderable rise in commodity markets. 
With these signs of improvement, 
our review of events may conclude 
with a hope of brighter prospects for 
world politics and world trade, which 
may be realized, if all goes well, at the 
forthcoming economic conference in 
London. 

The results of the Ottawa Confer- 
ence were not fully known when this 
survey was written. They will be 
judged by British business men by a 
simple test: Will they increase the 
volume of Britain’s external trade, and 
will they be followed by good commer- 
cial treaties with other countries? 


Ii—Imperial Conference Results 


By J. BARTLET BREBNER 


E Imperial Economic Confer- 
a. which concluded its labors 
at Ottawa on Aug. 21, might be 
summed up with reasonable accuracy 
by saying that the British delegation 
succeeded in preventing the Domin- 
ions from involving the empire as a 
whole in internationally dangerous 
policies. Perhaps the cool, rather grim, 
N. C. Havenga of South Africa should 
be added to the group of wise men, but 
in general the Dominion representa- 
tives, with one eye on their own 
electorates and the other on the unan- 
imous disinclination to admit failure, 
were guilty of far too much futile 
bluffing and “demands” for impossible 
novelties in the way of helpful British 
economic policies. 

To begin with, there was a certain 
amount of impracticality, of both 
British and Dominion origin, to be 
cleared out of the way. The most 
persistent demand, that for free trade 


within a tariff-protected empire, as 
proclaimed by Lord Beaverbrook and 
his busy acolyte, the unofficial British 
delegate, L. C. S. Amery, was quietly 
ignored, except for a tongue-in-the- 
cheek reference to it by Mr. Baldwin 
before he left England. It obviously 
had to be ignored by constituents of 
an empire who have never in recent 
generations been able to find anything 
like sufficient markets within the 
empire. 

Similarly, it was early seen to be 
impossible to frame one comprehen- 
sive commercial agreement to embrace 
the whole empire. In the seventeenth 
and eighteenth centuries England 
maintained on paper, if she never 
operated in fact, a system under 
which, by embargoes, bounties and 
preferences, her rdle was to supply 
the bulk of the manufactured goods 
and that of the colonies was to pro- 
vide raw materials. Thirteen of the 
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American Colonies revolted in 1775 
against the effort to make that design 
a reality, without any effect on Brit- 
ish policy until, by becoming a 
free-trade country between 1830 and 
1850, Great Britain herself relin- 
quished the scheme. But the idea was 
revived just before 1900, so that when 
Great Britain abandoned free trade 
last Winter, there were many who had 
come to believe that the seventeenth 
century design, with modifications, 
might serve present-day purposes 
very well. That hope was dashed at 
the Ottawa Conference when its sup- 
porters were brought up against the 
fact that all the Dominions (most 
notably Canada) were now industrial- 
ized to such a degree that they were 
themselves seeking what the Marxians 
call “colonial” markets for their 
manufactured goods. 


The various proposals for an empire 
bank and currency and for bimetalism 
were consigned to the decent obscur- 
ity of a special committee. South 
Africa was resolutely on the gold 
standard, Canada was half on and 
half off, and the others were distinctly 
off. In Canadian funds, for instance, 
the South African pound (old parity 
$4.86) was worth $5.52 and the Aus- 
tralian, $3.27. Moreover, the British 
pound, to which, presumably, the 
other currencies would be linked, was 
unstable, and the Bank of England 
and the British Treasury were publicly 
buying gold and foreign exchange to 
be ready for some future resumption 
of the gold standard. All the Domin- 
ions wanted a stable sterling and 
Great Britain admitted its desir- 
ability, but domestic conditions of 
great weight made it impossible at 
the moment. Probably the most force- 
ful argument against a single Empire 
currency was its inadequacy, in the 
light of the fact that Great Britain 
and the Dominions traded more with 
the outside world than with one 
another. Bimetalism, in which Can- 
ada and India were chiefly interested, 
was consigned to the limbo of aca- 


demic argument. The raising of com- 
modity prices, while desired by all 
parties, could be based only upon 
a consolidated monetary policy, de- 
pendent upon a close approach to 
absolutely stable exchange relations. 
Moreover, many of the commodities 
concerned were priced in gold rather 
than in sterling because they com- 
peted in world markets as well as 
being consumed in Great Britain. 
Consideration of their price level, 
therefore, had to be reserved for the 
world economic conference, 


When these and some less impor- 
tant proposals had been disposed of, 
the conference set to work to make 
the best economic bargains that could 
be made bilaterally among the nine 
parties. Although Great Britain, 
Canada, Australia, New Zealand, 
South Africa, the Irish Free State 
and Newfoundland alone formally 
ranked as Dominions, India and 
Southern Rhodesia, who aspired to 
that status, were also represented, 
and bargaining among them in pairs 
went on throughout the conference. 


Naturally enough, Great Britain 
was sought out first by each of the 
other parties. She represented a solid, 
dependable market immensely larger 
and richer than that of any other 
except India. In addition, that market, 
which had been free for almost a 
hundred years, had just been pro- 
tected by tariffs whose operation 
against the Dominions was in suspense 
only until Nov. 15, 1932. On the whole, 
therefore, and in spite of the tariff 
war which had already begun between 
Great Britain and the Irish Free State, 
the British delegation was rather 
more in the position of receiving 
requests for favors than of asking 
them. It was true (and the other 
Dominions knew it) that the British 
Government had an urgent mandate 
from its electorate to make every ef- 
fort toward greater imperial economic 
cooperation, and that Great Britain 
was in imperative need of markets, 
but events revealed that she had the 
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strongest position as well as the 
strongest delegation. 


It was difficult not to sympathize 
with such Dominions as Canada, 
South Africa and Australia, even 
when their embarrassments goaded 
them on to patently extreme demands. 
Canada as a producer of raw mate- 
rials was completely disillusioned 
with her natural market in the United 
States because of the ruthless way in 
which it had been progressively closed 
to her. The British market, once 
relatively abandoned, seemed a provi- 
dential substitute, but it was felt that 
transportation costs and other cir- 
cumstances made competition there 
with Scandinavia and the Soviet 
Union difficult if not impossible. The 
situation seemed to call for substan- 
tial preferences, but British prefer- 
ences had to be met by a Canadian 
concession in regard to manufactured 
goods. Against that were marshaled 
all the lobbyists, not only of purely 
Canadian industries, but of American 
branch factories as well, and these 
groups were the most dependable 
contributors to political party funds. 
Mr. Bennett, the Canadian Prime 
Minister, therefore, spent his days in 
alternate appeals to British and Cana- 
dian imperial sentiment, with Russia 
as the bogy to frighten both. The 
British, who trade with Russia for 
the sake of a market for their manu- 
factures and because their economic 
plight forces them to buy the best 
goods at the best price, were not as 
impressed as the Canadians, who, at 
Mr. Bennett’s behest, maintain an 
embargo on Russian products. 


The position of Australia (and of 
conciliatory New Zealand) was some- 
what similar, with meat, wool, wheat 
and dairy products seeking a British 
market against Argentine and Scan- 
dinavian competition. South Africa 
felt the force of the same situation, 
but her retention of the gold standard 
made her position a complex and 
special one. Unlike Australia and New 
Zealand with their depreciated cur- 
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rencies, she profits on her debt 
payments to Great Britain, but again 
unlike Australia and New Zealand, 
South Africa’s primary producers can 
sell wool and other farm products 
abroad only when the government 
pays a 20 per cent export subsidy. 
Domestic political considerations in 
South Africa made retention of the 
gold standard important to the na- 
tionalist policy of the party in power, 
with the result that Mr. Havenga 
used the stability of gold as a sort of 
platform from which he gravely con- 
descended to consider Great Britain’s 
economic plight. 


Two or three times during the con- 
ference there was the threat of a 
united Dominion front against Great 
Britain’s refusal to raise her tariffs 
and thus increase the preferences on 
Dominion natural products. Canada 
and Australia were both interested 
in wheat; Australia, New Zealand, 
South Africa, Canada and Southern 
Rhodesia had a common interest in 
meat and meat products; New Zea- 
land, Canada and Australia had 
surpluses of dairy and poultry pro- 
ucts. The hope which bound the 
Dominions in temporary alliances was 
in each case that thereby they might 
force the United Kingdom to discrimi- 
nate in their favor against some such 
important rival as Argentina for meat 
and wheat, or Denmark for dairy and 
poultry products. 


The British delegation refused to 
be stampeded. New Zealand was anx- 
ious to be cooperative. Australia 
always had her maturing sterling 
loans in mind. South Africa, if real- 
istic, was also reasonable. Gradually 
Canada was isolated and chose to use 
the appeal against Soviet Russia as 
her weapon. She felt, or anticipated 
feeling, the competition of Russian 
lumber and wood products, wheat, 
canned fish and non-ferrous metals. 
Against the prices set by a State- 
controlled export monopoly _ she 
clamored for an embargo, but when 
Great Britain, South Africa and the 
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Irish Free State insisted on continuing 
their commerce with Russia, Canada 
was left alone and finally defeated. 


Great Britain had some requests of 
her own, which might be reduced to 
two—lower Dominion tariffs on cer- 
tain manufactured goods and stable 
tariffs with changes in customs 
machinery. Neither case needed much 
argument. Preferences, that is, frac- 
tional exemptions, could mean little 
if tariffs were very high. Dominion 
industry, and in the case of Canada 
American branch factories, could 
always escape the competition of Brit- 
ish goods if Dominion governments 
could be induced to set the rates high 
enough. The British delegation con- 
sistently asked for conditions of fair 
competition for its home industries, 
and the Dominions for a long time 
evaded the issue in every possible way. 
Some of them, notably Australia, 


South Africa and Canada, had cus- 
toms machinery of an intricacy which 
made the rates seem quite capricious. 


It was not merely a question of a 
tariff rate, but of flexible schedules, 
primage duties, excises and anti- 
dumping duties as well. The British 
asked for simplicity and certainty, 
for an end to anti-dumping valuations 
of goods and sterling, for even compe- 
tition with established Dominion 
industries and for free entry of 
British goods not manufactured in the 
respective Dominions. These requests 
were for more than the Dominions 
could grant. 

It was freely predicted that the con- 
ference would disrupt rather than 
unite the empire, but such was not 
the outcome, for differences were open 
enough to make compromises possible 
and agreements were reached, the core 
of which was provided by Great Brit- 
ain in the form of seven bilateral trea- 
ties with Canada, Australia, New Zea- 
land, South Africa, Newfoundland, 
India and Southern Rhodesia, respec- 
tively. 

These treaties were similar in form, 
but almost all reserved the publication 


of certain schedules of goods to avoid 
forestalling until the respective legis- 
latures should have ratified them. 
In effect, Great Britain adhered to 
her low tariff policy, but exempted 
the natural products of the Domin- 
ions from its operation, thus giving 
them an approximate advantage of 10 
per cent in her market. Only to this 
extent are their foreign rivals at a 
disadvantage. Great Britain thus 
positively affirmed her belief that the 
only way to protect her investments 
in such countries as Argentina and 
Russia is to continue to buy goods 
from them. In the case of India cer- 
tain manufactured and semi-manufac- 
tured articles were given preferences 
as well. 


In order to create these Dominion 
preferences Great Britain had to 
promise some new tariffs, notably on 
food, hitherto exempted in the sacred 
name of the “free breakfast table.” 
Wheat was subjected to a duty of 
3 pence (6 cents) a bushel; an agree- 
ment was made to regulate the 
importation of foreign meat by an 
unrevealed method, and tariffs were 
imposed on butter, cheese, fruit, eggs, 
condensed milk and honey. The re- 
strictions on the entry of Canadian 
live cattle was to be practically 
removed. A tariff of 2 pence (4 cents) 
a pound was put on copper and 
the promise given to Canada that the 
tariff of 10 per cent ad valorem on 
foreign timber, fish, canned fish, as- 
bestos, zinc and lead would not be re- 
duced except by Canadian consent. 
Canada was also promised that her 
advantages would not be frustrated by 
competition from foreign State-con- 
trolled price-fixing and dumping. 
Great Britain was committed to 
wholesale protection as long as the 
agreements should last, but she lived 
up to the conception that the rates 
should be competitive instead of pro- 
hibitive. 

In return the Dominions conceded 
real preferences to competitive British 
manufactured goods and free entry 
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to some non-competitive goods, but 
the particulars were not publicly 
specified. All the Dominions are in 
financial difficulties and dependent on 
tariffs for revenue, but even where 
their concessions were tentative they 
were skillfully worded to give Great 
Britain the moral right to fair com- 
petition. Canada, for instance, prom- 
ised to set up a tariff commission 
and granted British manufacturers an 
equal right with Canadians to make 
representations before it. British coal, 
iron, steel, chemicals, glass, cutlery, 
china, textiles and shoes were to be 
given an advantage over non-British 
competitors and the beginnings of a 
fair chance against Dominion in- 
dustries. 

The treaties are to run for five 
years and thereafter, except on six 
months’ notice from either party, but 
there are two highly significant pro- 
visos. At the end of three years Great 
Britain may investigate the results of 
free entry of Dominion foodstuffs in 
the light of the interests of British 
producers, and, if necessary, either 
impose a preferential duty or set up 
a quota system. In addition the duties 
(and preferences) on wheat, copper, 
zinc and lead may at any time be 
canceled if Dominion producers can- 
not provide them in sufficient quan- 
tity “at prices not exceeding the world 
prices.” 

The British scheme is thus highly 
ingenious, generally in accordance 
with British policy, and more gener- 
ous than the Dominion responses 
could be. The British consumer, 
whether of food or of raw materials, 
and the British farmer are protected 
against exploitation by sheltered 
Dominion competitors. The Dominions 
receive a stable, large market for 
their natural products as long as they 
deserve it. In these days of high 
tariffs no foreign nation can complain 
of a 10 per cent British tariff. No 
embargoes and no discrimination open 
to foreign protest have been resorted 
to. If the Dominion concessions are 


somewhat vague, they are at least 
based on clearly stated treaty rights. 


One provision of the British treat- 
ies, which has its significance in the 
light of what was said earlier about 
the industrialized Dominions seeking 
“colonial” markets, attracted almost 
no outside comment, but seems likely 
to have increasing importance. Great 
Britain pledged itself to “invite the 
governments of the non-self-governing 
colonies and protectorates to accord 
to” the Dominion concerned “any 
preference which may for the time 
being be accorded to any other part 
of the British Empire,” and further, 
to accord to each Dominion certain 
“new or additional preferences” on 
commodities and at rates contained 
in an unpublished schedule. This is a 
most striking example of the adapt- 
ability of what for want of a better 
term must still be called British 
“imperialism.” 

In addition to the British bilateral 
treaties Canada made new treaties 
with the Irish Free State, South 
Africa and Southern Rhodesia, set 
about revising her existing treaties 
with Australia and New Zealand and 
started negotiations for a treaty with 
India. South Africa was reported also 
to have made a treaty with the Irish 
Free State. These treaties fall in the 
“complementary” category, with pref- 
erences in various commodities and 
manufactured goods to the party 
which can develop and justify some 
branch of export complementary to 
the economy of the other. The Irish 
Free State, at economic war with the 
United Kingdom, would have been 
glad to make several such treaties. 
She granted Canada her lowest tariff 
rates and received in exchange the 
British rates for Canada. 

From an international point of view 
Great Britain has kept her bargaining 
power. She found occasion to remind 
foreign countries that she is still in- 
terested in breaking down tariff bar- 
riers to trade. Even the difficul- 
ties of most-favored-nation treaties, 
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it was thought, might be circum- 
vented in cases where Great Britain 
could discover a foreign country 
which possessed productive advan- 
tages which would give it a monopoly 
of some export to Great Britain, if 
allowed to do so. 

It is impossible to estimate at all 
exactly the effects of the Ottawa 
agreements on the world in general. 
What was achieved seems to indicate 
that for 25 per cent of the world’s 
population it is possible to check, even 
to push back, the world drift toward 
higher tariffs and national isolation. 
Trade is bound to be loosened up for 
Great Britain and the Dominions, and 
any added prosperity on their part 
must have broader repercussions, for 
they all trade extensively outside the 
empire. In so far as the Ottawa agree- 
ments create larger imperial markets 
at the expense of foreign countries, 
there will be a shift instead of an 
increase in international trade. Great 
Britain, for instance, hopes to sup- 
plant the United States in Canadian 
markets with such products as coal, 
iron and steel, chemicals and other 
commodities in amounts estimated at 
all the way from $50,000,000 to $250,- 
000,000. Canada hopes to supplant 
two-thirds of the normal exports of 
the United States to South Africa. 
Scandinavia, Finland, Latvia and 
Russia are going to face real compe- 
tition in the British market for 
timber. No one can predict the results. 

One unexpected result of the con- 
ference was its concern with shipping 
in the Pacific. The United States has 
heavily subsidized its own mercantile 
marine there and given it an extraor- 
dinary advantage by ruling that San 
Francisco to Hawaii is coastal navi- 
gation and closed to foreigners, 
whereas the analogous New Zealand- 
Australia run is open to the world. 
This situation was formally described 
by the conference as “dumping of 


services,” and an imperial committee 
is to meet in London to consider 
means to combat it. 

Another serious problem which, 
though unsolved, is likely to continue 
to receive close attention is that of 
the percentage of empire content in 
goods which entitles them to receive 
preferences. Canada was closely asso- 
ciated with an effort to have this 
amount gradually raised from the 
present 25 or 50 per cent to a uniform 
75 per cent. Great Britain asks for 
only 25 per cent and opposed the move 
from disinclination to disturb the 
United States, but the most effective 
reinforcement to the opposition seems 
to have come from the American 
branch factories in Canada, which 
baldly threatened to shut down. 

The Irish Free State played almost 
no part in the conference, because of 
its tariff war with the United King- 
dom. The _ MIrish representatives 
showed great tact, which was well 
reciprocated. In fact, so many con- 
versations and “card parties” included 
both the Irish and the British repre- 
sentatives that there was some reason 
for believing that a settlement of the 
dispute was being engineered. Mr. de 
Valera, however, yielded no indication 
that such was the case, in spite of the 
fact that neither at Ottawa nor else- 
where had he found a substitute for 
the British market. 

Since many of the specific conces- 
sions are still unrevealed, it is 
possible to take almost any total view 
of the results of the conference, none 
of which can as yet be substantiated. 
Certainly it has provided numerous 
opportunities for future bickering 
among the constituents of the British 
Empire. Yet the very fact of their 
having resolutely grasped all the 
economic nettles that were in sight 
has a healthy atmosphere about it in 
our world-wide miasma of timorous 
but stubborn economic nationalisms, 
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Hope for the American Theatre 


By ALEXANDER BAKSHY 


{Mr. Bakshy is a well-known writer on 
the art of the theatre and the motion pic- 
tures. Among his published books are 
The Path of the Modern Russian Stage 
and The Theatre Unbound.] 

HE theatre in America is mani- 

festly in a state of profound dis- 
turbance. Not only is it suffering 
from the financial straits brought 
about by the economic crisis, but its 
very foundations have in places given 
way and threaten to collapse with the 
entire elaborate structure which they 
have supported for the past thirty 
years. 

At least, unless the wish is father 
to the thought, such is the situation 
as it appears to one who is unable to 
shed any tears over the plight in 
which Broadway finds itself, but rather 
regards it as the most promising 
thing that has as yet happened to the 
drama in America. There can be no 
doubt, indeed, that there is everything 
to be gained from the disintegration 
of the interests, and particularly of 
the big business interests, that have 
been holding the drama in their grip. 
In spite of an occasional production 
like Street Scene, The Green Pastures, 
Chicago or Of Thee I Sing thrusting 
its way to the Broadway footlights, 
the purveyors of stage attractions have 
done their utmost to bring the dra- 
matic art of the country toa condition 
which makes of it merely an article of 
commerce, manufactured by methods 
of mass production, and palmed off on 
the consumers with as little regard 
for the finer artistic values as they 
can be made to endure. 

It would be absurd, of course, to 
fasten the responsibility for this state 
of things on the individual producer. 
He is obviously helpless to alter it, 


faced as he is with a system that has 
taken root not only among those pro- 
fessionally engaged in what is called 
the show business but among the gen- 
eral public as well. Yet the system it- 
self stands condemned, and whether 
it breaks down completely under the 
stress of the economic crisis or man- 
ages to withstand it, its present weak- 
ness has already brought into play a 
number of forces which may gradual- 
ly replace the old structure by one 
more consciously in accord with the 
spirit of a vital and creative drama. 

It is not to be thought that the eco- 
nomic crisis is the sole cause of the 
present condition of the American 
theatre. For many years there had 
been processes at work which had 
been slowly changing the character 
and scope of the show business and its 
relative position in the life of the 
country. 

One of the first and most important 
of these processes has been the rapid 
growth of the movies, which brought 
dramatic entertainment of a kind to a 
vast multitude of people who had 
never before been reached by the thea- 
tre proper. Even at the height of the 
theatre’s popularity, let us say some 
twenty years ago, its 2,000 houses 
throughout the United States were 
able to draw an average weekly at- 
tendance that, at a liberal estimate, 
could not possibly exceed 10,000,000 
persons. Contrasted with this, we have 
the weekly attendance at the movies 
which, in 1922, averaged 50,000,000 
persons, and in 1930 reached the fig- 
ure of 110,000,000 persons, served in 
the latter year by more than 20,000 
movie theatres. 

An audience of these proportions, 
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largely half educated, with a limited 
experience of life and the world, and 
eager for an emotional escape from 
uneventful existence, presented a phe- 
nomenon new in the history of dra- 
matic entertainment. The ease with 
which this audience could be pleased, 
either because of its ignorance of bet- 
ter entertainment or because it con- 
sidered the entertainment it received 
as fair value for the small amount of 
money it could afford to spend, re- 
sulted in a meretricious art which, 
in its turn, debased public taste. 
Worse still, this shoddy art imposed 
itself even on those sections of the 
public which originally were the 
mainstay of the acted drama of the 
stage. 

Unquestionably, in the struggle be- 
tween the movies and the theatre the 
advantages of superior resources and 
public support were, until recently, 
preponderantly on the side of the 
movies. Nevertheless, the disastrous 
defeat suffered by the theatre, a de- 
feat which left it with New York and 
a few of the larger cities as the only 
field for its operations, was the result 
largely of its own efforts. For a num- 
ber of years all its activities outside 
the metropolitan centres, and to a con- 
siderable extent in those centres, had 
been controlled and directed by two 
powerful organizations controlling two 
rival chains of playhouses throughout 
the country and interested in those 
houses primarily as booking agents 
and owners of real estate. 


Perhaps it is natural for the eco- 
nomic system under which we live 
that commercial enterprise in the art 
of the theatre, as in any other field of 
commercial activity, should eventual- 
ly concentrate in the hands of a few 
powerful trusts. From the purely com- 
mercial point of view, such a develop- 
ment has obvious advantages and un- 
doubtedly leads to greater commercial 
efficiency as well as greater profits. 
Unfortunately, or perhaps fortunate- 
ly, art and commerce can tolerate one 
another only in small doses. The more 


commerce is mixed with art, the less 
art is left in the mixture. The activi- 
ties of the two theatrical syndicates 
only confirmed this well-known fact. 
To the syndicates themselves, how- 
ever, it did not seem so obvious. Nor 
had they time to think of such trivial 
matters as art. The important thing 
with them was to fight one another 
for the command of “the road’”’; and as 
for the quality of the shows they were 
sending out, it did not really matter 
how bad it was, so long as the thea- 
tres under their control were obliged 
to accept their choice of attractions 
and were able to send back handsome 
profits. 


But this happy state of things did 
not last very long. Up to about 1910 
the American public outside the larger 
cities was well content to accept the 
traveling shows that came to enter- 
tain it, carrying aloft the proud slo- 
gan, “Direct From Broadway.” The 
road flourished. As many as 300 com- 
panies and frequently more played in 
various parts of the country at the 
same time, and more money was made 
for the producers by these touring 
companies than was made in New 
York by the original productions. 
Then there came a change. From year 
to year the number of road companies 
began to decline. Finally there came a 
time, ushered in by the depression of 
the last three years, when only the 
most successful productions on Broad- 
way could muster enough courage to 
betake themselves to the road. Added 
to this was the decline of the stock 
companies, which, from 163 at the 
peak of the season in 1928, dropped to 
63 in the current year. Thus the disap- 
pearance of the professional theatre 
from the hinterland of the country 
has become very nearly complete. 

Excuses are easy to find. Broadway 
will point to the high cost of produc- 
tion as the reason for the deteriora- 
tion of the road shows; to the compe- 
tition of the movies, the automobile, 
the radio and various other forms of 
popular diversion as the cause of the 





HOPE FOR THE AMERICAN THEATRE 65 


decline in the public support of the 
theatre. To be sure, there is some truth 
in each of these reasons, but only a 
part of the truth. The cost of produc- 
ing plays has risen to a prohibitive 
level,; but it is Broadway, with its 
fevered atmosphere of reckless gam- 
bling, that has been chiefly responsible 
for this fact. The competition of the 
movies and of other forms of enter- 
tainment has grown formidably, but 
it is Broadway again that has played 
into the hands of its rivals by sending 
out inferior companies in trashy plays 
and thus forcing the public to turn its 
back upon the stage. Having already 
lost so much ground to its competitors 
(and the loss includes the very thea- 
tres that used to house it), the acted 
drama naturally finds itself at a 
greater disadvantage than ever. 

Yet, even today, under conditions of 
widespread financial stringency, it 
has been repeatedly proved (by the 
road companies of the Theatre Guild 
and of a few other producers) that 
there is still a vast public in the coun- 


try keenly interested in the theatre and 
ready to support it. But this public de- 
mands a live theatre, plays and acting 
of conspicuous merit, and Broadway, 
being what it is, is clearly unable to 
meet these requirements. 

What has been happening meantime 


on Broadway itself, the dazzling 
Broadway whose very name was wont 
to make the heart of the old theatre- 
goer throb? One finds in the first 
place that it is no longer so dazzling, 
for during the past two or three sea- 
sons quite a third of its sixty or more 
theatres have been “dark.” Too many 
theatres, we are told, have been built 
in New York, and there is not a large 
enough theatregoing public to support 
them all. Nevertheless, it can be most 
emphatically stated that there are 
plenty of people in New York who 
would be only too glad to do justice 
to theatrical fare, provided they could 
get it at a reasonable price and feel 
more confident than they usually are 
that it would be tasty and wholesome. 


But banish the idle thought. The 
wiseacres of Broadway insist that 
nothing can be done about it. They 
know that “show business” is an ex- 
pensive game, that theatre rentals are 
high, that actors’ salaries are high, 
that stagehands’ wages are high, that 
the cost of scenery is high, and that 
almost everything else is high. The 
wiseacres even know that this state of 
affairs is due chiefly to theatres, ac- 
tors, stagehands, and so forth, being 
used or employed on the average only 
about one-half of their working capac- 
ity; in other words, that the high 
cost of most things deriving their 
value entirely from the show business 
is a form of insurance against the in- 
evitable unemployment of both capital 
and labor. 

How is this unemployment to be 
eliminated when the show business is 
a gamble in which the prize is a long 
run, and without “hits” there are no 
long runs, and without “flops” no 
“hits”? Accordingly, Broadway is not 
worried about its permanent unem- 
ployment. It is more seriously upset 
about not having as much money to 
gamble with in 1932 as it had, for in- 
stance, in 1928. In the latter year it 
was able to have a fling at 201 new 
productions scoring 167 failures and 
34 successes, whereas in the season 
just past it had to be content with 
only 157 new productions yielding 134 
failures and 23 successes. Broadway’s 
ability to pick successes is not up to 
the level of even Hollywood. 

The trouble seems to be that Broad- 
way shows too decided a preference 
for what it calls the “popular” or 
“box-office” play as against what it 
caustically dubs as “highbrow.” Yet it 
has been conclusively demonstrated 
that the popular appeal of so-called 
highbrow plays is vastly superior to 
that of the plays of the other kind. 
Here is, for instance, the evidence 
which has been garnered from the 
records of the 1929-30 season by 
Hiram Motherwell, editor of the The- 
atre Guild Magazine. Out of the 169 
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new productions of that season, 134 
were “popular” and 35 “highbrow” 
plays. While the “popular” plays sup- 
plied only 20 “hits” (counting as such 
productions with a 10-week run or 
$10,000 weekly gross takings), the 
“highbrow” productions, in spite of 
their numbering only one-fourth, ac- 
counted for 14 “hits,” or nearly one 
in every two. 

What better proof is needed that in 
its system of gambling, if it has any 
system at all, Broadway is disgrace- 
fully behind the times in allowing its 
ancient prejudice against the too con- 
spicuous display of intelligence to 
stand in the way of its own interests? 
Indeed, it seems quite incapable of 
learning from experience. It goes on 
producing “popular” plays which 
stubbornly remain unpopular, while 
it turns a deaf ear or a blind eye (it 
must be both) to the work of serious 
and often well-known authors. The 
testimony on this point of Barrett H. 
Clark, who is one of the best informed 
men in the affairs of the American 
theatre, is conclusive. “I could enume- 
rate the titles of fifty plays,” he says, 
“the work not only of new and un- 
known writers but men who are fa- 
mous throughout the country, that 
have not yet been acted on Broadway.” 

National drama in this country 
is the growth of the post-war era. It 
came into existence mainly through 
the efforts of young enthusiasts who 
fostered an art that had its roots in 
the experience and realities of life. 
Broadway scorned and ridiculed them, 
but the enthusiasts went on producing 
their plays in converted barns and 
workshops, until by the middle of last 
decade a new theatregoing public 
came into being under their influence, 
a public receptive to new ideas, intel- 
lectually alive, if somewhat blasé, and 
sufficiently large in numbers to make 
the production of a better type of 
play on Broadway possible and even 
profitable. Eugene O’Neill, George 
Kelly, Sidney Howard, Laurence Stal- 
lings, Maxwell Anderson, Elmer Rice, 


Philip Barry, S. N. Behrman and sev- 
eral others among the playwrights 
were able to achieve eminence only 
because of the response which their 
work found in the public they and 
other pioneers had helped to create. 
Yet in comparison with the total out- 
put of Broadway, the plays of these 
writers still held quite a subordinate 
place. Their admission to the commer- 
cial stage did not require the latter to 
abandon its standards or change its 
methods. The old system was still ca- 
pable of serving those who operated 
it, and, on the whole, to their satisfac- 
tion. 

Meantime, the influence of the new 
drama continued to spread. More 
plays of an original or unconventional 
character were written and produced, 
and increasing numbers of people 
joined the ranks of those who de- 
manded drama suitable for the adult 
mind. The economic crisis of the past 
few years has given this process a 
new impetus. It has had the effect 
of shaking the public out of its com- 
posure, of weaning it from many of 
its fetishes and of forcing upon it 
a more critical view of its life and 
surroundings. It is sufficient to glance 
at the list of the more successful pro- 
ductions of this period to realize the 
wide-spread and profound change of 
attitude that has taken place among 
New York playgoers, 

A greater number of plays that 
bore the stamp of close contact with 
the realities of life was witnessed dur- 
ing the past three seasons than ever 
before in the recent history of Broad- 
way. Plays that concerned themselves 
with exploring the problems and per- 
plexities of human experience, or 
called upon the audience to appreciate 
the more subtle nuances of dramatic 
art, were represented by such conspic- 
uous successes as The Green Pas- 
tures, Lysistrata, The Barretis of 
Wimpole Street, Mourning Becomes 
Electra and The House of Con- 
neliy. In a sense, these plays may be 
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said to continue the school of dra- 
matic thought that found its expres- 
sion in the work of the playwrights 
who initiated the independent move- 
ment in American drama. It is a strik- 
ing evidence of the direct influence of 
this group of writers that plays of 
this type should be popular successes 
on Broadway. 

However, from the point of view of 
the future of American drama, 
greater significance attaches to an- 
other group of popular successes of 
this period. Some years earlier a band 
of young writers, bound together 
under the name of “The New Play- 
wrights,” had attempted to inject into 
the drama the bacillus of proletarian 
ideology. The attempt failed, because 
there were few proletarians to sup- 
port it. In a different, no doubt bour- 
geois form, the same interest in mat- 
ters sociological has now found its 
way to the Broadway stage in a num- 
ber of popular successes. One may 
start the list with Journey’s End, 
whose sociological inference was 
rather to be divined than implicit, and 
note the more explicit Street Scene, 
The Criminal Code, Red Rust, The 
Last Mile, Five-Star Final, Precedent, 
Once in a Lifetime, Counsellor-at- 
Law, Face the Music, and last, and 
most significant of all, Of Thee I 
Sing. A pronounced social reference 
and expressed criticism of social con- 
ditions do not necessarily imply an 
artistic superiority over the plays of 
the individualistic outlook, though, in 
passing, one may note that in its 
flowing counterpoint of action, music 
and setting, Of Thee I Sing, a fasci- 
nating and brilliantly clever play, pre- 
sents the germ of a new and charac- 
teristically modern dramatic form. 

The important fact about this 
group of plays, however, is not so 
much their artistic merit as the new 
trend in American drama they pro- 
claim and the bearing this may have 
on the future of Broadway. The popu- 
larity of sociological drama, provided 
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the general conditions of the country 
continue to stir public interest in so- 
cial problems, is a portent of new de- 
velopments in the American theatre. 
It represents a growth in the ranks 
of intellectually receptive theatre- 
goers which extends them far beyond 
the comparatively small group of the 
so-called intelligentsia. The masses of 
the general public are now tasting of 
the fruit of critical knowledge and an 
experience derived from contact with 
real life. Having apparently found it 
quite to their liking, they are bound 
to ask for more of the same fare. 

But it is one thing for Broadway to 
provide a few plays of genuine inter- 
est, and quite another to let such 
plays constitute a staple diet. A drama 
springing from earnest convictions 
has little chance of growing and 
flourishing in an atmosphere of fren- 
zied gambling and of unprincipled 
readiness to sell anything that will 
bring in money. It seems therefore 
possible that the general public, fail- 
ing to obtain what it seeks from com- 
mercial Broadway, will itself stimu- 
late supply from a different source. 
Assured of its support, there will 
spring into existence many more or- 
ganizations of the type of the Theatre 
Guild and the Civic Repertory, and 
when this happens Broadway, as we 
know it today, with its manufactured 
trivialities and cynical contempt for 
art, will be no more. 

This roseate prospect will appear 
to some as far too remote to deserve 
consideration and to others as utterly 
improbable because inspired by obvi- 
ous prejudice. And yet even today a 
new development, which has already 
assumed very striking proportions, is 
to be observed throughout the United 
States. In the amazing growth of 
“Little,” “Community,” “College” and 
“University” theatres there is unmis- 
takable evidence of a new force rising 
to challenge the overlordship of 
Broadway. According to the informa- 
tion published by Kenneth Macgowan, 
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such non-commercial theatres are 
now to be found in as many as 200 
cities and college towns. The scope 
of their activities is indicated by such 
facts as the employment of some 10,- 
000 actors and the aggregate annual 
attendance of between 1,500,000 and 
2,000,000 persons. Some of them can 
boast of playhouses that bear com- 
parison with any on Broadway. Nor 
are these little theatres haphazard, 
amateurish enterprises constantly 
threatened with extinction for lack of 
capital or on account of inefficient or- 
ganization. The Little Theatre in 
Pasadena, for example, has a budget 
of $150,000; that in Cleveland enjoys 
an income of $100,000; and there are 
many others equally strong in finan- 
cial resources and business organiza- 
tion. 

It is not to be denied that the ma- 
jority of these theatres depend for 
their repertory on plays produced on 
Broadway, and are therefore deriva- 
tive in their work. Nor can one over- 
look the conventionally respectable 
and conservative mentality of the 
class of people who, supplying the 
funds for these theatres, are often in 
control of their policies. But the 
spread and growing strength of the 
movement is giving it a tremendous 
momentum which is bound to carry it 
over the obstacles incident to the be- 
ginnings of all such cooperative enter- 
prises. 

Moreover, the great variety of aims, 
methods and organizations among 
these theatres, as well as the condi- 
tions under which they work, enable 
some to forge ahead and give the 
movement the leadership it requires. 
The more enterprising have indeed al- 
ready in many instances proved that 
they lack neither the vision nor the 
courage to translate their ideals into 





reality. The formation of small cir- 
cuits for the exchange of companies 
of actors is one such boldly con- 
ceived and ably executed venture. 
Another, which has been started on 
the initiative and with the assistance 
of Barrett H. Clark, promises to de- 
velop into a major factor in the prog- 
ress of American drama. The scheme 
proposes a network of theatres which 
will provide special facilities for the 
production of new plays. The Univer- 
sity Theatre at Iowa, for example, 
which only this Summer distinguished 
itself by an ambitious production of 
Paul Green’s Tread the Green Grass, 
a play that failed to find a Broadway 
producer, has now engaged Lynn 
Riggs to be what might be called its 
court dramatist, during the next sea- 
son. Such personal engagements, 
however, are rare. The general prac- 
tice continues to be to supply plays 
for production, and it is characteristic 
of Broadway conditions, that among 
the playwrights who have agreed to 
offer their unproduced plays we find 
such names as Eugene O’Neill, Owen 
Davis, Sidney Howard, George Kelly, 
Paul Green, Lynn Riggs and Maxwell 
Anderson. , 
Thus we see the beginnings of the 
decentralization of the American 
theatre. A new and vast audience is 
growing away from Broadway influ- 
ence. Authors are beginning to find 
opportunities to see their work tried 
on the stage whether it turns out to 
be a popular success or not. They are 
also placed in direct contact with 
their public so as to learn its reac- 
tions and the means of making their 
work more effective. In sum, the pub- 
lic and the dramatist are coming into 
their own. The day seems, indeed, 
not far distant when they will be able 
to dispense with Broadway altogether. 


Current History in Cartoons 


1918 and 1932 
—Notenkraker, Amsterdam 


“Take me back to Wall Street’’ ‘‘Father, dear father, come home 
—St. Louis Star with me now”’ 
—Louisville Courier-Journal 





Uncle Sam—‘‘What’s the game, son?’’ 

Little Herbert—‘‘Can’t you see I’m 
trying to get this durn thing to stay 
up the string till November?’’ 


—Glasgow Bulletin 
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Some folks don’t know what to do 
with it when they get it 


—New York Herald Tribwne 


Not making out so well with it 
—Philadelphia Inquirer 


And was it thirsty! 
—St. Louis Post-Dispatch 





Britain’s national government institutes protection 
—Glasgow Evening Times 
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Spanish Monarchists — ‘‘The 
fools think they can govern Two views from Ottawa 


without us’’ —Weekly Independent, Dublin 
—Notenkraker, Amsterdam 
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THE RUSSO-POLISH NON-AGGRESSION PACT IS SIGNED 
Both (sotto voce)—‘‘Now I can turn around”’ 


Adjournment —the first unanimous 
vote of the Disarmament Conference 


—Nebelspalter, Zurich 


—Kladderadatsch, Berlin 
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BROWN SHIRTS 
“‘So you’ve joined Hitler’s party?”’ 
“Just to get a shirt’’ 7 
—Oeuvre, Paris 





A Month’s World History 


The German Move for Arms Equality 


By JAMES THAYER GEROULD 
Princeton University; Current History Associate 


Ten demand of the German Gov- 
ernment for the revision of Part 
V of the Treaty of Versailles has 
brought the question of disarmament 
to the crossroads, Hither the prin- 
ciple of “equality” is to be estab- 
lished, and Germany freed from some 
of the onerous restrictions of the 
treaty, or disarmament will become, 
for a good many years at least, an 
evanescent dream. Courteously but 
very firmly the von Papen Govern- 
ment has served notice on the powers 
that unless its demand for equality of 
status is met, the German representa- 
tives will withdraw from the Disarma- 
ment Conference. Without them the 
success of further deliberations is, to 
employ a much-abused word, unthink- 
able. Without the cooperation of all 
the great powers and their final 
agreement, any disarmament treaty 
that could be written would not be 
worth the paper on which it was 
spread. Will Germany be granted 
equality of status? Between now and 
Jan. 19, 1933, the date on which the 
conference is to reassemble, a decision 
must be reached. 

Under the military, naval and air 
clauses of the Versailles treaty, an 
attempt was made to reduce to impo- 
tence what had hitherto been the 
greatest military power in Europe. In 
this the craftsmen of the treaty were 
measurably successful. While the Ger- 
mans have doubtless been ingenious in 
availing themselves of every loophole 
by which their fighting strength can 


be increased, we can with safety dis- 
regard the fantastic reports of secret 
arming that have been used to facili- 
tate the acceptance of the armament 
sections of successive French budgets. 
Had there been substance in these re- 
ports, quite certainly the French Gov- 
ernment would have found a way to 
do something about it. The German 
Army was reduced by the treaty to 
seven divisions of infantry and three 
of cavalry, with a total of 100,000 ef- 
fectives; the general staff was abol- 
ished; material was rigidly limited 
and certain types (armored cars, 
tanks, poison gas) were prohibited; 
compulsory military service was abol- 
ished and frontier fortresses were dis- 
mantled. The navy was reduced in 
number and tonnage of ships and in 
personnel. Armored vessels of over 
10,000 tons and submarines were pro- 
hibited, and the number of officers 
and men fixed at 15,000, recruited by 
voluntary long-term enlistment. Mili- 
tary aircraft were forbidden. 
President Wilson, who never lost an 
opportunity to carry the treaty be- 
yond 'the period of passion in which it 
was written, secured from the cynical 
Clemenceau assent to the inclusion of 
a preamble to Part V which read: “In 
order to render possible the initiation 
of a general limitation of the arma- 
ments of all nations, Germany under- 
takes strictly to observe the military, 
naval and air clauses which follow.” 
This implied promise was made more 
definite in the reply of the Allied and 
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Associated Powers to the German 
Peace Commission dated June 16, 
1919, and in Article VIII of the Cove- 
nant. On these foundations all the ne- 
gotiations for disarmament during 
the past decade have been built. 


Since her admission to the League 
in 1926 Germany has steadily, and 
with constantly increasing force, 
maintained the position that the meas- 
ures of disarmament imposed upon 
her were a pattern for the other na- 
tions. In and out of season and at the 
sessions of the Disarmament Confer- 
ence she has insisted on equality of 
status, in principle at least, as a con- 
dition precedent to any disarmament 
convention, and has argued that the 
new treaty must supersede the provi- 
sions of the Treaty of Versailles. In 
this Germany has been supported by 
the representatives of Austria, Hun- 
gary and Bulgaria. Chancellor Brue- 
ning, at the opening of the Geneva ses- 
sion, declared that only measures 
“which strike at the very root of the 
problem of armaments can achieve the 
supreme purpose of the conference, 
which is to guarantee to all States 
their right to an equal degree of se- 
curity.” With these words he struck 
a telling blow at the contention of 
France that security against Germany 
can come only through a preponder- 
ance of armament. During the confer- 
ence itself only the most perfunctory 
attention was paid to the German de- 
mand, and, as a consequence, Count 
Nadolny, the chief German delegate, 
voted against the adoption of the res- 
olution of July 23 on the ground that 
it made no mention of Germany’s de- 
mand for equality of status. 

Disorganized as in most respects 
German opinion is, there is no doubt 
that the speech which General Kurt 
von Schleicher, the Minister of De- 
fense and one of the most powerful 
figures in the Cabinet (see pages 20- 
24 of this magazine), delivered over 
the radio on July 26, expressed a be- 
lief and a determination that are 
shared by substantially the entire 


German nation. In this address he 
pointed out that while the French 
delegates at Geneva were asserting 
that they could agree to a further 
reduction of their armament only in 
exchange for a greater assurance of 
security, M. Lamoureux, the Rap- 
porteur General of the budget, in de- 
fending the estimates for completing 
and maintaining the chain of for- 
tresses on the French Eastern frontier, 
had stated emphatically that they are 
impregnable and afford France the 
fullest security against invasion. 
Nothing of the sort, said General von 
Schleicher, is permitted to Germany. 
The fact is that ‘no other European 
country possesses in so small degree 
the security for which, paradoxical as 
it seems, precisely the strongest mili- 
tary power in the world incessantly 
clamors.” If the Disarmament Con- 
ference fails to provide for German 
security, he declared, the government 
will be compelled to act alone and to 
obtain it “by transforming, not ex- 
panding, her army. I do not want to 
leave the slightest doubt that we are 
going to choose this way if security 
and parity are denied to us in the 
future.” 


In an interview with Italian press 
representatives, von Schleicher was 
more specific: 

“Germany demands in principle the 
same rights as other nations with re- 
gard to her army structure, its organ- 
ization and division among different 
types of arms, its equipment with 
arms, the fortification of our fron- 
tiers and arms manufacture. A pro- 
fessional army with a long service 
period represents for Continental Eu- 
rope the weakest and at the same time 
the costliest system. The German 
Army has no air forces, tanks, heavy 
artillery or anti-aircraft guns, and 
our navy has no submarines, airplane 
carriers, big cruisers, &c. Without 
these Germany cannot attain national 
security. If the German demands for 
equality are rejected, Germany will 
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withdraw from the Disarmament Con- 
ference, and it is obvious what this 
will mean for the existence of the 
League of Nations. Moreover, the Ger- 
man Government, if the disarmament 
pledges of the other partners to the 
treaties are broken, will be forced to 
reconstruct its security by national 
means, because it was impossible to 
do so by international means,” 

On the day following von Schlei- 
cher’s speech, Chancellor von Papen, 
in an interview given to The United 
Press, made it quite clear that it ex- 
pressed completely the settled deter- 
mination of the government. During 
the month of August the German de- 
mands were discussed with the French 
Ambassador in Berlin, and on Aug. 
29 the result of the conversations was 
incorporated in an aide-memoire and 
forwarded to Paris. In this document 
the Reich requested “confidential dis- 
cussion between the two governments, 
in which the position of both govern- 
ments would be outlined with com- 
plete sincerity,” after which the re- 
sults would be communicated to the 
other governments concerned, with 
the request that they participate in 
further discussion. 

The German Government believes, 
the aide-memoire continues, that the 
resolution of July 23 is not consonant 
with the implications as to disarm- 
ament contained in the Versailles 
treaty, that it was not sufficiently 
radical in its terms, and that it failed 
to make clear whether the new treaty 
would apply to Germany equally with 
the other powers. There is nothing in 
the resolution which they would re- 
ject, provided that the whole has gen- 
eral application. ““Germany has always 
demanded that other nations disarm 
to a level which, keeping the special 
situation of each country in mind, cor- 
responds in character and extent to 
the armament status which has been 
imposed on Germany in the Treaty of 
Versailles.” Germany has “the same 
right for national security as any 


other nation,” and the convention to 
be framed should provide for “the 
realization of national security for all 
States, and it should apply to all 
equally, thus taking the place of Part 
V of the Versailles treaty.” 

While Germany cannot, the docu- 
ment continues, renounce her legal 
right to a “status of armaments cor- 
responding to her need for national 
security” she is “willing to be satis- 
fied, for the term of the first conven- 
tion, with certain modifications of 
[her] status in armaments,” because 
she believes that the succeeding con- 
vention will more definitely accord 
with her desires. She is willing to ac- 
cept “any ban on arms that applies 
equally to all nations,” but “categories 
of arms which are not generally 
banned” must, in principle, be per- 
mitted to her. She must have the right 
to develop them “within the frame of 
the general regulations, in a manner 
corresponding to the economic and so- 
cial characteristics of the country,” 
the right to reduce the period of ac- 
tive service of enlisted men, and the 
further right of “short-term training 
of a special compulsory service of 
militia.” The German Government is 
willing to discuss any concrete sug- 
gestions made by the French “aiming 
at the consolidation of security for 
all States.” In closing, the document 
expresses the hope that this outline 
will convince the French Government 
of the moderate character of the Ger- 
man aims, and that a decision in re- 
gard to them can be reached which 
will tend to calm the political situa- 
tion and to re-establish European 
equilibrium. 

Although the aide-memoire was, in 
its terms, confidential, inaccurate 
summaries of it appeared in the Paris 
press, and its content was immedi- 
ately communicated to the chief pow- 
ers. This action was strongly resented 
in Berlin, as it was claimed that there 
had been a previous agreement on the 
procedure outlined in the opening 
paragraph. After an emphatic denial 
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that the French résumés were a fair 
presentation of its contents, the Ger- 
man Government released the text for 
publication. The English translation, 
published in this country on Sept. 7, 
was so bad that its meaning is some- 
times obscure, hut its substance cor- 
respends to the summary given above. 

Although the nationalistic press in 
France denounced the document with 
its usual violence, it was received by 
the Herriot Government with com- 
plete calm. Official France seems dis- 
posed to view the situation realistical- 
ly and to attempt to work out a com- 
promise, provided that it can be 
brought about without abrogating the 
Versailles treaty and without an in- 
crease in German armament. As this 
is written, the subject is still under 
discussion by the French Cabinet and 
an early reply is expected. The situa- 
tion is made more difficult politically 
because of the disorganization of Ger- 
man politics and the fact that the von 
Papen Government is acting without 
the control or the consent of the 
Reichstag. The Stahlhelm demonstra- 
tion on Sept. 4, when over 100,000 
veterans marched in the uniforms and 
under the banners of Imperial Ger- 
many, furnished a spectacle which 
was highly inflammatory to the 
French. 

The Germans, in several public 
statements, have given the impres- 
sion that they had received assurances 
of British support for their demands. 
While there is doubtless a certain 
amount of sympathy with them in of- 
ficial, as well as in non-official, cir- 
cles, Prime Minister MacDonald felt 
it necessary to protest, in a communi- 
cation addressed to Germany and to 
the other signatories of the consulta- 
tive agreement, against the assump- 
tion that his government would give 
them its backing. It may, in fact, be 
taken as certain that, while Brit- 
ish views may modify the French po- 
sition, the two governments will act 
in concert. Italy, on the other hand, 
has indicated her agreement with the 


German claims. The position of our 
own State Department appears to be 
that, while we are not directly con- 
cerned with the Versailles treaty, we 
are strongly interested in everything 
that relates to disarmament. We rec- 
ognize that it is impossible perma- 
nently to keep Germany in a position 
of inequality, but we strongly depre- 
cate any action that would lead to the 
expansion of German armament, 

While the situation is critical, it is 
by no means hopeless. The German 
Government has stated repeatedly 
that it does not intend to increase its 
armament, but rather to readjust it; 
and it is evidently prepared to accept 
temporary restrictions, during the life 
of the disarmament convention, pro- 
vided that the principle of equality is 
accepted and that the restrictions are 
of such a character as not to be too 
galling to German pride. 


ECONOMIC PARLEYS 


Planning for the coming world eco- 
nomic conference in London is seri- 
ously hampered by the necessity, im- 
posed by the United States, of exclud- 
ing from the discussions war debts, 
reparations and tariff rates. The Lon- 
don Times, in a strongly worded edi- 
torial on Sept. 3, emphatically stated 
that, if these matters remain ex- 
cluded, the conference ‘‘will be con- 
demned in advance to failure.” Presi- 
dent Hoover has appointed Frederic 
M. Sackett, Ambassador to Germany, 
and Norman H. Davis as our repre- 
sentatives on the organizing commit- 
tee, which is under the chairmanship 
of Sir John Simon. 


Preliminary discussions relating to 
the subject matter of the conference 
furnished a reason for a second meet- 
ing of the representatives of Poland, 
Czechoslovakia, Hungary, Yugosla- 
via, Bulgaria, Rumania, Estonia and 
Latvia at Warsaw on Aug. 24, before 
the convocation at Stresa, Italy, on 
Sept. 5 of delegates from fifteen Eu- 
ropean countries. The resolutions of 
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the Warsaw conference in substance 
repeated those adopted at their meet- 
ing two years ago. They recommended 
the abolition of trade restrictions, the 
granting by creditor States of trade 
quotas large enough to permit the 
debtors to pay their debts with goods, 
the establishment of preferential tar- 
iffs and of international mortgage 
and international agrarian banks. The 
discussions at Stresa centred on pref- 
erential tariffs and the reduction of 
interest on foreign debts. It was ad- 
mitted that little could be done with- 
out the cooperation of the United 
States, Argentina and Canada. 
Although every authority agrees 
that tariff walls are blocking trade, 
they continue to rise higher and 


PECULATION was rife during Au- 

gust in regard to the renewal of 
the military convention which is 
known to exist between France and 
Poland but the terms of which have 
not been divulged by either of the two 
governments concerned. 

It will be remembered that in 1920 
France went to the aid of Poland 
against Soviet Russia and subse- 
quently helped to organize and equip 
the present Polish Army by lending 
it instructors and staff officers and 
by advancing large sums of money for 
the purchase of war material. The 
French policy which looked to Poland 
as an ally replacing Russia in the 
part she formerly played on Ger- 
many’s eastern frontier was further 
developed by the political treaty 
which Pilsudski signed on behalf of 
Poland with France on Feb. 19, 1921. 
This treaty provided for the main- 
tenance of the peace treaties, for the 
security of the territories of the con- 
tracting parties and for their common 
political and military interests. 


higher. The last revision is the Ger- 
man schedule which went into effect 
on Sept. 6. Evidently what is sauce 
for the goose is not sauce for the 
gander, for, while protests against our 
own rates are met by the statement 
that the tariff is a domestic matter, 
our Ambassadors in Paris, Berlin and 
other capitals officially register our 
own protests against new rates and 
quotas. The effort to negotiate a new 
commercial treaty with France (see 
page 99 of this magazine) is serious- 
ly hampered by the inability of our 
representatives to predict Congres- 
sional action and by our insistence 
on the inclusion of a most-favored- 
nation clause, a concession that 


France is unwilling to grant. 


The Franco-Polish Military Pact 


The treaty, which was ratified by 
Poland on May 30, 1922, was supple- 
mented by six conventions concluded 
during the next two or three years, 
one of them being the military ccn- 
vention, the full text of which has 
so far remained unpublished. How- 
ever, L’Humanité, the leading news- 
paper organ of the French Commu- 
nist party, in its issue of Aug. 28, 
1932, printed portions of the agree- 
ment, and from other sources, which 
can be regarded as reliable, it is 
learned that the extracts thus pub- 
lished are authentic. 

According to that newspaper, the 
Franco-Polish military convention 
was signed by Marshal Foch and 
General Sokoski on Sept. 15, 1922, 
and in Article II provided that in case 
it “is not denounced before its ex- 
piration it will remain in force for 
another ten years.” Hence the recent 
discussion of its renewal and the agi- 
tation by the Communists for its de- 
nunciation on the ground that it is 
directed against the Soviet Union. 
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Article X of the convention, as 
translated from the text given in 
L’Humanité, reads as follows: 

The French Government undertakes to 
give its support to the Polish Govern- 
ment in case of an armed conflict with 
Soviet Russia within the following limi- 
tations: 

(a) By appointing military advisers; 

(b) By giving the Polish officers’ corps 
the assistance of corps of commissioned 
and non-commissioned reserve officers; 

(c) By providing the Polish Army with 
war material in accordance with Article 
cE 

(d) By using the French war fleet to 
blockade the coasts of Russia. 

These undertakings are also to be car- 
ried out in the circumstances envisaged 
by Article II (b). 

If a Polish-Russian conflict should be 
complicated by the intervention of Ger- 
many, the present agreement will be bind- 
ing on the French Government to the 
fullest extent. 


Article II (b), referred to above, 
contemplates “the necessity for the 
Polish Government to put into execu- 
tion the treaties of defense which will 
be concluded by Poland in accord 
with the French Government.” Among 
the treaties “concluded by Poland in 
accord with the French Government” 


is that with Rumania, signed on 
March 3, 1921, providing chiefly for 
mutual assistance in case of an at- 
tack from the East, and the Polish- 
Rumanian military convention, which 
followed it and of which Article VI 
reads as follows: “For an offensive 
against Russia the armed forces of 
the two parties will be concentrated 
each in their own territory; the point 
of contact between them will be es- 
tablished at Hotin [Khotin] on the 
Dniester.” 

Commenting on the Franco-Polish 
convention, L’Humanité states that 
French military advisers are “ex- 
tremely numerous” in Poland, as are 
also French commissioned, and non- 
commissioned officers who are acting 
as instructors, and that the schools 
recently established in France for 
commissioned and non-commissioned 
reserve officers are training the Po- 
lish officers referred to in Article X 
(b). As for supplies of war material, 
L’Humanité adds, there is no need to 
point out that France is very liberally 
fulfilling her obligations. 


Reviving American Confidence 


By E. FRANCIS BROWN 


_ Summer of 1932 is not likely to 
go down in American history as 
one of quiet uneventfulness. Instead 
of the customary doldrums, with in- 
dividuals on vacation, politics ad- 
journed and the economic system run- 
ning along at a slow pace, the nation 
has found itself caught up in the ex- 
citement of a Presidential campaign 
that opened earlier than is customary; 
the economic system, to be sure, ran 
slowly enough, but there were so 
many prophecies that it was about to 
speed up that even those individuals 
on enforced vacations found the latter 
weeks of August not unexciting. 


Without question, the most signifi- 
cant developments of the month re- 
lated to the nation’s business. In July 
a mood of optimism began to perme- 
ate the country, a sentiment which 
was further stimulated by a definite 
press propaganda which recorded the 
resumption of economic activity in va- 
rious regions of the United States. 
Many of these stories were not strict- 
ly accurate and certainly they made 
no attempt to tell of the further clos- 
ing of industrial plants or of the cur- 
tailing of operations. But whether 
true or not, the press campaign was 
not without effect on the attitude of 
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the public. At the same time the stock 
market shook off its lethargy; with 
only slight periods of reaction, stock 
prices rose steadily until by the end 
of August the average value of securi- 
ties listed on the Exchange had risen 
approximately 100 per cent over that 
of July 8. Bonds, likewise, increased 
in value, although not as spectacular- 
ly as stocks. During these weeks com- 
modity prices improved until the 
average for wholesale prices was 94.1 
for August, compared with 88.6 for 
June. 


There were other encouraging signs 
of economic revival. The flow of gold 
from the United States seemed to be 
definitely stopped, and a small amount 
returned to this country. On Aug. 
31 the Federal Reserve System re- 
ported total gold reserves of $2,772,- 
961,000, as compared with $3,464,960,- 
000 a year ago; nevertheless, the total 
for Aug. 31 was greater by $177,000,- 
000 than the low point reached in 
June. At the same time the banking 
situation—if the smaller banks of the 
nation were forgotten — appeared 
sounder. The rise in security prices 
strengthened the position of the banks 
to some extent, and public sentiment 
was improved by the first statement 
of the loans made by the Reconstruc- 
tion Finance Corporation for the brief 
period between July 21 to 31, which 
showed that no important banks had 
received aid. Moreover, the amount of 
currency in circulation showed some 
decrease and the number of bank fail- 
ures was smaller. 


On the other hand, the various in- 
dices of business activity were dis- 
couraging. The steel industry, for in- 
stance, was operating at the end of 
the first week in September at 1414 
per cent of capacity, although this 
was an improvement over the pre- 
vious week’s figure of 13 per cent. 
Automobile production was on a nar- 
row basis; electric-power output was 
low and car loadings showed only a 
slight seasonal increase. Only textiles 
and shoes were really active. More- 


over, employment in the United States 
declined 3.4 per cent in July, although 
in August New York State showed a 
gain in employment of 2.9 per cent— 
the first improvement since Septem- 
ber, 1931. 

The earnings of industrial and mer- 
cantile enterprises have fallen tre- 
mendously. Out of twenty-three clas- 
sified groups listed in the bulletin of 
the Second Federal Reserve District 
for September, thirteen reported defi- 
cits for the second quarter of the 
year; in 1930 none of these groups 
failed to make profits. The railroads, 
of course, show poorly in any survey 
of earnings. In the first six months of 
1932, the Class I railroads of the 
United States had a total net operat- 
ing income of $112,328,375, but in the 
corresponding period a year ago the 
total was $240,504,555. Small wonder 
that the roads are threatening their 
employes with a 20 per cent reduction 
in wages. 

That some of the woes of industry 
are the result of the fall in purchasing 
power of the mass of the population 
cannot be seriously doubted. Between 
June, 1929 and June, 1932 the buying 
power of the average worker fell 27 
per cent, according to a recent report 
of the National Industrial Conference 
Board, but in the same period the cost 
of living fell only 22.3 per cent. 


When these facts are considered, it 
is not difficult to be suspicious of the 
bull movement in the stock market. 
And the rise in commodity prices, 
while beneficial to an extent, was 
early in September still insufficient to 
bring profits to the farmer who is 
still threatened with the loss of his 
equity in land and buildings. Other 
elements are present which tend to 
complicate the economic situation. In- 
flation of a sort is taking place, 
though how much or how serious is 
not yet apparent. There is the ques- 
tion of where the R. F. C. is taking 
us, with its many large loans to a 
wide variety of enterprises. And, fi- 
nally, the economic system has been 
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shown to have certain weaknesses— 
has anything been done to correct 
them and make for a more stable, 
more sound business structure? 


One does not need, therefore, to be 
a pessimist to be skeptical of the pres- 
ent sentiment that the depression is 
over. There has been a minor im- 
provement in business; the upturn 
may have begun, but it is certain to 
be a long, slow process before we can 
truthfully say that “happy days are 
here again.” And the way will be lit- 
tered with the wreckage of bank- 
ruptcies, receiverships, defaulted bonds 
and foreclosed mortgages. 

At the same time, organized efforts 
were being continued to lift business 
from its slough. The Federal Home 
Loan Bank system which was created 
during the closing hours of the last 
session of Congress has perfected its 
organization preparatory to extend- 
ing relief to home owners in the form 
of more liberal mortgage arrange- 


ments. The twelve banks to be estab- 
lished are to be located in Cambridge, 
Mass., Newark, N. J., Pittsburgh, Pa., 


Winston-Salem, N. C., Cincinnati, 
Ohio, Indianapolis, Ind., Evanston, IIl., 
Des Moines, Iowa, Little Rock, Ark., 
Topeka, Kan., Portland, Ore., and Los 
Angeles, Cal. On Aug. 26 the chair- 
man of the Home Loan Bank Board 
announced that a sixty-day morato- 
rium on foreclosures on first mort- 
gages by receivers of closed national 
banks had been ordered by the Con- 
troller of the Currency in order to tide 
over home owners until the Home 
Loan Banks could begin operations in 
October. Although the statement was 
received with considerable acclaim, it 
should be noted that only a small 
group of home owners are affected. 


The Reconstruction Finance Cor- 
poration, besides its loans to banks, 
railroads, insurance companies and so 
on, has made loans for unemployment 
relief to several States and has been 
preparing decisions on many applica- 
tions for aid in the construction of 
self-liquidating projects. The immedi- 


ate establishment of agricultural credit 
corporations to assist farmers in the 
marketing of their crops was prom- 
ised on Aug. 19 when the R. F. C. des- 
ignated eight districts which are to be 
covered by credit bodies. Funds for 
their operation would be drawn from 
the resources of the R. F. C. accord- 
ing to a clause in the unemployment 
relief act. 


These plans, important as far as 
they go, are not as likely to draw pub- 
lic attention as measures whose effect 
can be observed almost immediately. 
Of such a nature is the proposal to 
finance the buying of raw materials 
in an effort to bolster commodity 
prices. With a considerable flourish 
of trumpets the Commodities Finance 
Corporation was launched in August 
with a directorate of distinguished 
financiers and a capitalization of $50,- 
000,000. Its purpose is to “finance the 
purchase, carrying and marketing of 
commodities for raw material users” 
where ordinary credit is unobtainable. 
Obviously, the amount of money avail- 
able is too small to have much influ- 
ence on commodity prices. On the 
other hand, the R. F. C. announced 
on Aug. 29 that it had authorized a 
loan of $50,000,000 to the Cotton Co- 
operative and Cotton Stabilization 
Corporation to permit the holding of 
cotton until 1933. On Sept. 5 came the 
announcement that the Grain Stabili- 
zation Corporation would hold off the 
market until Jan. 1, 1933, the 3,000,- 
000 bushels of wheat held by the Fed- 
eral Farm Board. Both these plans 
promised to improve to some extent 
the prices of wheat and cotton, al- 
though sound economic principles 
would seem to have been ignored. 


The publicity attendant on the for- 
mation of the Commodities Finance 
Corporation, however, was as nothing 
in comparison with that accompany- 
ing the calling of a President’s confer- 
ence of business and industrial leaders 
to “move from defense to powerful 
attack upon depression along the 
whole national front.” The conference, 
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which met in Washington on Aug. 26, 
was attended by the business and in- 
dustrial committees of the twelve Fed- 
eral Reserve districts. President Hoo- 
ver opened the meeting with a state- 
ment that “the major financial crisis” 
had been overcome and that ‘“‘with its 
realization, confidence and hope have 
reappeared in the world.” He urged 
the setting up of machinery for 
“wider-spread cooperation of private 
forces and to coordinate them with 
government agencies for aid and ac- 
tion in industrial and agricultural 
fields.” Better distribution of credit 
was needed, he asserted, and also the 
spreading of work through a shorten- 
ing of hours in order to meet the prob- 
lem of “our unemployed millions.” 


A six-point program was adopted 
by the conference in order to hasten 
economic recovery. Subcommittees 
were appointed to study: (1) The prob- 
lem of making available credit affirm- 
atively useful to business; (2) in- 
creased employment on railroads and 
stimulation of industry through ex- 
pansion of maintenance and purchase 
of new equipment in cooperation with 
the Interstate Commerce Commission 
and the R. F. C.; (3) expansion of 
capital expenditures by industry in 
the way of replacement of obsolete 
and worn-out equipment; (4) in- 
creased employment through the shar- 
ing-work movement; (5) stimulation 
of repair and improvement of homes; 
(6) organization of committees to 
assist home-owners with maturing 
mortgages. 

The “share-the-work movement,” 
under the direction of Walter C. Tea- 
gle, president of the Standard Oil 
Company of New Jersey, got under 
way on Sept. 2, when headquarters 
were opened in New York City. Mr. 
Teagle expressed the hope that by 
spreading employment 2,000,000 
workers would be given jobs, but he 
failed to mention the remaining 9,000,- 
000 and apparently had forgotten that 
a “share-the-work movement” was un- 
likely to increase the purchasing pow- 


er of the great mass of wage earners. 
For one reason or 2nother—possi- 
bly because there have been so many 
White House conferences—this most 
recent one left the public unmoved. 
Its six-point program was too similar 
to the proposals made at other con- 
ferences—proposals which never bore 
fruit—to stimulate enthusiasm. The 
President’s sudden conversion to a 
shorter day and shorter week was 
suspected by many to have a close 
relationship to the coming election, 
while the previous record of many 
of the industrialists who attended 
the conference was not such as to 
inspire much confidence in their 
promises to spread employment. 


In the midst of the plans and pro- 
posals for improving the business life 
of the nation two widely separated 
demonstrations of an economic nature 
were taking place in the Middle West. 
Once again strikes broke out in the 
Illinois coal fields. The strike began 
after a new wage scale of $5 a day in- 
stead of $6.10, which had been nego- 
tiated and signed by the State offi- 
cials of the United Mine Workers of 
America. Before it was signed, a refer- 
endum on the new rate had been 
taken among the union’s members 
but resulted unfavorably; a second 
vote was then held but the ballots dis- 
appeared mysteriously before the re- 
sult of the poll was made public. 
Miners in one coal town after another 
repudiated the action of their union 
officials and commenced the picketing 
of mines which were operating. From 
Aug. 15, when the strike first received 
attention in the public press, until the 
end of the month the coal regions of 
Illinois were the scene of mass picket- 
ing which in many instances forced 
mines to close, of clashes between the 
strikers and Sheriff’s deputies and 
State troops. But as far as possible 
the miners avoided violent measures 
and conducted their demonstrations 
in an orderly fashion. On Sept. 2 a 
convention of delegates claiming to 
represent 75 per cent of the coal 
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miners of Indiana and Illinois voted 
to separate from the United Mine 
Workers and to form a new union. 

The Illinois episode reflects not only 
the serious economic plight of the coal 
industry and of the miners, but the 
breakdown in labor union leadership 
in many trades. Behind the scenes un- 
doubtedly is a story of intrigue, ex- 
ploitation and union racketeering. 

The American people, however, are 
accustomed to strikes in industry and 
find labor outbreaks hardly news; a 
farmers’ strike, on the other hand, is 
sensational. On Aug. 8 such a strike 
or “holiday” began in Northwest Iowa 
when the National Farmers’ Holiday 
Association organized a demonstra- 
tion whose purpose was to withhold 
farm products from the market for 
thirty days or until prices had risen 
to a figure that would cover the cost 
of production plus a fair profit. 
Picketing, threats and boycott were 
invoked to prevent farm products 
from reaching the great markets at 
Sioux City, Des Moines and Omaha, 
and during the ensuing weeks ship- 
ments of livestock, milk and produce 
to these centres were reduced to a 
minimum. Sympathy for the move- 
ment was to be found in all the agri- 
cultural States of the Middle West, 
but the strike was confined almost en- 
tirely to Iowa. Rioting on a small scale 
broke out occasionally when Sheriffs’ 
deputies attempted to run the block- 
ade of the highways leading into the 
cities, and on Aug. 25, 1,000 farmers 
besieged the county jail of Council 
Bluffs until fifty pickets who had 
been arrested were released. 

Milo Reno, president of the Holiday 
Association, said to the press: ‘We are 
simply demanding the same consider- 
ation for our industry that is cheer- 
fully conceded to every other industry. 
We assume for ourselves the right to 
obtain this consideration in the same 
way other institutions obtain theirs; 
that is, to refuse to deliver the prod- 
ucts of our farms for less than pro- 
duction costs.” 


At the end of August the strike had 
not succeeded in raising the prices of 
farm products to any extent and a 
truce was agreed upon until after a 
conference of the Governors of some 
of the farming States which was 
scheduled to meet in Sioux City on 
Sept. 8. In spite of the truce, picketing 
continued to some extent and violence 
broke out when new attempts were 
made to run the blockades. As far as 
its effect on prices is concerned, the 
strike is sure to be futile; its signif- 
icance lies in the fact of a group pro- 
test against the agricultural situation 
and as a symptom of the unrest pre- 
vailing in farm communities. If out of 
present conditions should arise an ac- 
tive farmers’ movement, the future 
will find the Iowa farm strike far 
more significant than it seems to con- 
temporary observers. 


All these economic and social de- 
velopments of the moment are cer- 
tain to have effect on the Fall politi- 
cal campaign. As has been said in 
these pages before, the economic con- 
dition of the nation may be the prin- 
cipal issue on which the outcome of 
the campaign will depend; certainly 
for the moment no other issue is as 
important. The debate over prohibi- 
tion has abated—since both parties 
differ only on technicalities about 
which it is difficult to excite the vot- 
ers—and the tariff is not an issue on 
which the Democrats can fight with 
safety. 

Neither party foresaw the injection 
into the political strife of the bonus 
issue which resulted from the admin- 
istration’s forcible expulsion of the 
bonus marchers from Washington. 
[See September CURRENT History, 
pages 684-88.] Both parties in their 
platforms advocated justice to war 
veterans who had been disabled dur- 
ing the war or had contracted disease 
during their period of service; both 
parties, by implication at least, op- 
posed further veterans’ raids on the 
Federal Treasury. Probably, if the 
B. E. F. had never been evicted from 
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the capital, the veterans would have 
allowed the demand for immediate 
payment of the bonus to have been 
forgotten, temporarily at least, but 
the incidents in Washington gave the 
question of the bonus quite a different 
aspect. 

By Aug. 28 thirty-one State conven- 
tions of the American Legion had in- 
structed their delegates to the national 
convention which opened in Portland, 
Ore., on Sept. 12, to vote for the im- 
mediate payment of the bonus. In the 
State conventions only the most care- 
ful direction prevented the adoption 
of resolutions censuring President 
Hoover for his treatment of the 
B. E. F., while the Twenty-ninth Di- 
vision Association, at its meeting in 
Norfolk, Va., on Sept. 4, did adopt a 
resolution that “the President, Her- 
bert Hoover, be utterly condemned for 
the action which he took toward our 
comrades, both directly and _indi- 
rectly.” 

While this emotional issue was men- 
acing the Republican party’s hopes, 
the details of the eviction of the 
B. E. F. remained confused. State- 
ments of government officials in re- 
gard to the happenings which brought 
about the use of the troops on July 
28 were contradicted by reliable wit- 
nesses and prominent Washington citi- 
zens. On Sept. 11 President Hoover 
laid before the nation a report by the 
Department of Justice on its investi- 
gation of the B. E. F. This report 
seemed to lend weight to previous 
claims that the bonus-marchers had 
many undesirables in their ranks, 
that criminals and avowed agitators 
were present. But the report was not 
conclusive and perhaps the truth will 
never be known.* 

The more apparent manoeuvres of 


*The article, “The Bonus Army 
Marches to Defeat,’’ in September Cur- 
RENT History, inadvertently added to the 
confusion concerning the events of July 
28 by attributing the death of the two 
veterans who were killed to the action 
of the army. The veterans were killed 
during the riot with the police before the 
regular troops were summoned. 


the election campaign have helped to 
divert public attention from the real 
economic and social condition of the 
country. Following President Hoover’s 
speech of acceptance on Aug. 11, the 
Republican campaign lagged. The 
President’s address undoubtedly won 
him support for the moment, although 
his statement in favor of State regula- 
tion of the liquor traffic under Fed- 
eral protection alienated the extreme 
drys, who were undecided whether to 
join a third party movement or to 
support no Presidential candidate, 
working instead for Senators and Rep- 
resentatives who would vote to re- 
tain the Eighteenth Amendment. The 
drys were further perplexed on Aug. 
18 when Vice President Curtis in his 
speech of acceptance declared that he 
was “opposed to the repeal of the 
Eighteenth Amendment,” although 
admitting that “in order to remedy 
present evils a change is necessary.” 
Thus the Democrats were able to as- 
sert that the Republicans were still 
attempting to straddle the prohibition 
issue—a point made by Governor 
Roosevelt in a speech at Sea Girt, 
N. J., on Aug. 27. 


For the rest, Republican activity 
consisted of perfecting the organiza- 
tion for the campaign, seeking elu- 
sive funds for the support of their 
strategy and criticizing the various 
speeches made by Governor Roosevelt. 
Valuable ammunition for the Republi- 
can party’s attack was contained in an 
article by Calvin Coolidge published 
in The Saturday Evening Post of 
Sept. 10, in which he stated the case 
for his party and advocated the re- 
election of President Hoover on the 
basis of his record. 

The Democrats, as a party defi- 
nitely on the offensive, were busier 
during the closing weeks of the Sum- 
mer. Although at first the party ex- 
pected to have abundant campaign 
funds, it had become apparent by mid- 
August that special efforts must be 
made to raise the amount of money 
necessary to finance the party’s work. 





84 CURRENT HISTORY, OCTOBER, 1932 


In a radio adddress on Aug. 25 Gov- 
ernor Roosevelt appealed for contri- 
butions, especially from the average 
citizen. The party set its goal at 
$1,500,000, a sum little more than a 
quarter of that raised in the 1928 
campaign. Some consolation could be 
found, however, in the similar plight 
of the Republican treasury. With 
funds trickling in, the party planned 
the speeches to be made by its leaders. 
Governor Roosevelt announced on 
Sept. 5 that he would begin on Sept. 12 
a great swing around the circle which 
in the course of three weeks would 
carry him to the Pacific Coast and 
would include addresses in most of the 
chief cities west of the Mississippi. 

Governor Roosevelt’s most impor- 
tant speech before the beginning of 
his tour was made at Columbus, Ohio, 
on Aug. 20, when he assailed the rec- 
ord of the Republican party. He 
summed up his attack on the Hoover 
Administration in four sentences: “It 
encouraged speculation and overpro- 
duction through its false economic 
policies. It attempted to minimize the 
crash and misled the people as to its 
gravity. It erroneously charged the 
cause to other nations of the world. 
It refused to recognize and correct the 
evils at home which had brought it 
forth, delayed relief and forgot re- 
form.” For his part, Governor Roose- 
velt offered the following nine-point 
program: 

1. Every effort to prevent the issue of 
‘‘ manufactured and unnecessary ’’ securi- 
ties, and to insure full information to the 
investor in legitimate issues concerning 
the use of his money, including a demand 
that the sellers disclose their bonuses and 
commissions. 

2. Full use of Federal power for regula- 
tion of holding companies. 

3. Federal regulation of the Stock Ex- 
change and other exchanges. 

4. More rigid supervision of national 
banks. 

5. Discouragement of the use of bank 
deposits for speculation. 

6. Complete separation of investment 
and commercial banking. 

7. Barring the use of Federal Reserve 
funds for speculation. 

8. A pledge against implied approval by 


the State Department of foreign flota- 
tions in this country. 

9. No government attempts to influence 
the stock market by ‘‘misleading state- 
ments.”’ 

Four days later, at Providence, 
R. L, Secretary Hurley answered Gov- 
ernor Roosevelt when he declared that 
the Governor had attempted to 
“arouse class antagonism, to capitalize 
discontent, to make politics out of hu- 
man misery, and to profit by distor- 
tion.” Denying the Republican Admin- 
istration’s responsibility for the eco- 
nomic crisis, the Secretary of War 
asserted that “up to this moment, the 
Governor has not offered one con- 
structive suggestion that would give 
employment immediately to any per- 
son or relieve distress or overcome 
the effects of the depression.” 


Governor Roosevelt’s only other 
speech of importance was that at Sea 
Girt, N. J., where he attacked the Re- 
publican stand on prohibition and de- 
nied that the Democratic party fa- 
vored the return of the saloon. Fol- 
lowing his appearance at Sea Girt, 
Governor Roosevelt was a week-end 
guest at the home of his law partner 
at West Hampton, L. I. Here it was 
hoped that he would meet Alfred E. 
Smith and thus patch up the differ- 
ence which arose as a result of Roose- 
velt’s nomination, but Mr. Smith de- 
clined an invitation to attend a lunch- 
eon given in the candidate’s honor. 
While the continued silence of the 
1928 Democratic candidate has been 
embarrassing, there can be little doubt 
that eventually he will place the stamp 
of his approval on the Roosevelt can- 
didacy. 

The political sensation of the month 
was the hearing conducted by Gover- 
nor Roosevelt upon the charges 
against Mayor Walker of New York 
City which arose out of the investiga- 
tion of the city’s affairs by a com- 
mittee authorized by the State Legis- 
lature. The hearing began at Albany 
on Aug. 11 and was continued with 
frequent adjournments until Mayor 
Walker, on Sept. 1, resigned as Mayor 
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of the nation’s greatest city, declar- 
ing that “the proceeding before the 
Governor developed into a travesty, a 
mock trial, a proceding in comparison 
to which even the practice of a drum- 
head court-martial seems liberal.” 
The American public—which had been 
watching the development of the 
Walker case with intense interest— 
was not convinced that the Mayor’s 
charges were justified. Republicans 
and Democrats alike had expressed 
admiration of the dignity and skill 
with which Governor Roosevelt had 
conducted the hearing and had be- 
come somewhat irritated by the tac- 
tics by which the Mayor and his 
counsel had sought to evade the ques- 
tions and becloud the issues involved. 
And following the Mayor’s resigna- 
tion, the press of the nation with but 
few exceptions expressed the belief 
that the Mayor’s action indicated that 
he was guilty of misconduct in office 
and that he had chosen resignation as 
the one possible escape from removal 
from his post. 

Mayor Walker, in the statement 
accompanying his resignation, de- 


clared that he would seek re-election 
and thus would carry his case to the 
people of the city. His action compli- 
cated the Democratic party’s cam- 
paign by making uncertain Tammany 
Hall’s support of Roosevelt’s Presiden- 
tial ambitions. Outside New York 
City, Governor Roosevelt’s handling 
of the Walker case unquestionably 
strengthened his candidacy, but if the 
election should be close, it is probable 
that Governor Roosevelt would be de- 
feated for the Presidency unless he 
could carry New York State, and ordi- 
narily that would mean carrying New 
York City. Will Tammany aid the 
Roosevelt campaign, or will it treat 
him as it is supposed to have treated 
Grover Cleveland in 1888? And will 
Tammany give Walker the opportu- 
nity of submitting his case to the 
electorate? These questions remained 
unanswered in the confusion which 
followed the Mayor’s resignation, but 
certain it was that, as so many times 
in American history, the internal pol- 
itics of New York State would have 
important repercussions on national 
affairs. 


Mexieco’s New President 


By CHARLES W. HACKETT 
Professor of Latin-American History, University of Texas; Current History Associate 


HE resignation of President Pas- 
7 cual Ortiz Rubio and the elec- 
tion by Congress on Sept. 4 of Abel- 
ardo L. Rodriguez, Minister of War, 
as Provisional President brought to a 
climax a year of marked political in- 


stability in Mexico. Two Cabinets 
have resigned in less than a year, on 
Oct. 14, 1931, and on Jan. 20, 1932, 
and there have been frequent changes 
within the Cabinet and in other high 
governmental positions. When former 
President Plutarco Elias Calles re- 
signed as Minister of War on July 30, 
President Ortiz Rubio two days later 


filled the vacancy by appointing Gen- 
eral Abelardo Rodriguez, who, at that 
time, was Minister of Industry, Com- 
merce and Labor. Primo Villa Michel 
was given the latter portfolio. 

In mid-August a political feud 
began which ended in the resignation 
of President Ortiz Rubio on Sept. 3. 
It originated in a change of medical 
directors at the General Hospital, 
which is dependent upon a national 
charitable organization headed by 
Francisco Ortiz Rubio, a brother of 
the President. As a result of this 
change, more than twenty physicians 
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on the staff of the hospital resigned. 
This led Estrada Cajigal, Chief of the 
Federal District and, as such, a mem- 
ber of the President’s Cabinet, to 
intervene. His efforts to settle the 
matter were considered by the Presi- 
dent as “going beyond his instruc- 
tions,’ and Cajigal decided to resign. 
The next day Dr. Anton Melo, head 
of the Public Health Department, 
likewise resigned on the ground that 
he had been associated with Cajigal 
and had approved of his intervention. 
Other physicians who were loyal to 
Cajigal and Dr. Melo and who had 
been lending their services to the hos- 
pital also resigned. When an official 
announcement, on Aug. 20, that Gen- 
eral José M. Tapia had been named 
Chief of the Federal District was 
withdrawn the next day, the accepted 
explanation was that General Tapia 
had refused to accept the appoint- 
ment. Subsequently the position of 
Chief of the Federal District was of- 
fered to three other men, all of whom 
declined it. Finally, on Aug. 28 it 
was announced that Justice Manuel 
Padilla of the Supreme Court had 
been given a leave of absence by a 
special session of Congress to become 
Chief of the Federal District. 

The breach between Cajigal and 
President Ortiz Rubio proved to be 
the latter’s undoing, since former 
President Calles, long regarded as the 
“strong man” of Mexico, gave his sup- 
port to Cajigal. Calles’s itriendship 
and admiration for Cajigal, who is 
also Governor of the State of Morelos, 
has long been known and was pub- 
licly proclaimed some months ago 
when he referred to Cajigal as the 
type of aggressive, honest and effi- 
cient young manhood on whom the 
future welfare of Mexico most de- 
pends. 

The seriousness of the breach be- 
tween President Ortiz Rubio on the 
one hand and Calles and Cajigal on 
the other was acknowledged by the 
President at a Cabinet meeting on 
Sept. 2, when he is reported to have 
said that a situation favorable to him- 


self could be achieved, if at all, only 
through violence; this alternative he 
rejected immediately. 

It was announced on Sept. 3 that 
the President’s resignation would be 
given to Congress, and at a meeting 
of the National Revolutionary bloc in 
Congress the same day General Rodri- 
guez was unanimously endorsed for 
Provisional President, thus insuring 
his election. Ortiz Rubio’s resigna- 
tion because of “ill health,” was re- 
ceived and accepted by the Mexican 
Congress on Sept. 4 and General 


‘ Rodriguez was officially chosen as his 


successor. After his resignation, 
Ortiz Rubio left for Hot Springs, 
Ark., insisting that he had no dif- 
ferences with former President Calles 
and that he was merely anxious to 
take a long rest. 

The new Cabinet appointed by Pro- 
visional President Rodriguez contains 
only two new ministers. One of them 
is former Provisional President Emilio 
Portes Gil, who received the post of 
Attorney General. The other is Dr. 
Gaston Melo, one of the physicians 
who resigned from the hospital, as 
Minister of Public Health. Only two 
of the eleven members of the Cabinet 
are military men. 

The peaceful retirement of Presi- 
dent Ortiz Rubio stands out in bold 
contrast to previous changes. Before 
1920—and omitting the seven times 
that Porfirio Diaz succeeded himself 
—there were only three occasions in 
nearly a century of independence on 
which a_ constitutional President 
turned over his office to his con- 
stitutionally elected successor. The 
latest peaceful transfer of executive 
power is the fourth one in the last 
twelve years. 


MEXICAN CONGRESS CONVENES 


The Thirty-fifth Mexican Congress 
opened on Sept. 1 with the annual 
presidential address read by Presi- 
dent Ortiz Rubio. He declared that 
Mexico was at peace with the world 
and had no major and few minor 
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problems. He congratulated the coun- 
try upon the orderly conduct of recent 
general and legislative elections, cit- 
ing them as “proof of the democracy 
of this nation and of the fact that the 
Mexican people have more confidence 
and faith in suffrage and order than 
in violence.” The Ministry of Foreign 
Relations, he reported, had trans- 
ported, 126,154 Mexicans out of the 
United States to the Mexican border 
for repatriation, without involving 
the expenditure of public funds dur- 
ing the past year. Regarding the 
Church and State conflict the Presi- 
dent said that “careful, constant 
vigilance” had been necessary to pre- 
vent violation of the religious laws. 
He accused the clergy of making im- 
proper use of fiestas “to intensify 
religious propaganda.” Referring to 
the fact that the two educational de- 
crees had been passed to enforce lay 
education, one of which was sternly 
but unsuccessfully opposed by the 
clergy, he promised that every effort 
would be made to abolish primary 
religious schools. 


NICARAGUAN REBEL ACTIVITY 


Clashes between patrols of the 
Nicaraguan National Guard, many of 
them commanded by United States 
Marine officers, were less frequent 
and less intense during August than 
during July. Major Julian C. Smith of 
the United States Marine Corps, who 
is a Colonel of the Nicaraguan Na- 
tional Guard, was appointed Chief of 
Staff of the Nicaraguan National 
Guard early in August. He succeeds 
Major Walter G. Sheard, who was 
placed in command of the central area 
of Nicaragua. In an airplane crash on 
Aug. 24, Lieutenant R. P. Rutledge 
and Sergeant O. B. Simmons, of the 
United States Marine Corps, were 
killed when they attempted to drop a 
message to a ground patrol. The 
Marine aviators were cooperating 
with the ground patrol in efforts to 
rescue two Marine mechanics who 


had been marooned on the Nicara- 
guan east coast when they were forced 
to jump from their plane three days 
earlier, 

A project for a loan of $1,500,000 
from the National Bank of Nicaragua 
to provide funds for railway and high- 
way construction, the expenses of the 
American election mission and the 
budget deficit was adopted by the 
Nicaraguan Congress on Aug. 10. As 
a guarantee for the loan the govern- 
ment pledges the net revenues of the 
National Railway, the Corinto and 
San Juan del Sur wharves, the road 
taxes and the customs duties on lux- 
uries. Supervision of the expenditures 
from the loan will be made by Fi- 
nance Minister Arguello, High Com- 
missioner of Customs Lindberg and 
a representative of the minority party 
appointed by the government. 

Adolfo Diaz, President of Nicara- 
gua from 1911 to 1917 and from 1926 
to 1929, was nominated for Presi- 
dent of Nicaragua by the convention 
of the Conservative party on Aug. 16. 


NEW TREATY BETWEEN HAITI 
AND THE UNITED STATES 


Under the terms of a Treaty of 
Friendship signed on Sept. 3 by Al- 
bert Blanchet, Foreign Minister of 
Haiti, and Dana G. Munro, United 
States Minister at Port-au-Prince, the 
United States will relinquish part of 
its control over Haitian affairs in 
1934 or two years sooner than the 
date set in the previous treaty. The 
treaty specifies that the Garde d’Haiti 
is to be completely officered by 
Haitians not later than Dec. 31, 1934, 
and that at the same time withdrawal 
of United States Marine troops is to 
begin. On this point an exchange of 
notes between the two signatories 
adds: “It is realized that it might 
prove impossible to carry out this 
program at the times fixed if serious 
disturbances or other difficulties in 
Haiti now unforeseen should arise to 
prevent its execution.” The treaty 
also provides that the American Re- 
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ceiver General of Customs and the 
Financial Adviser be replaced by a 
Fiscal Representative and a Deputy 
Fiscal Representative to be appointed 
by Haiti upon the nomination of the 
President of the United States. This 
provision was made to safeguard the 
security of $14,150,000 in American 
bonds now outstanding in Haiti. 


Martial law for Port-au-Prince and 
certain other sections of Haiti as part 
of the government’s campaign against 
the opposition press was proclaimed 
by President Stenio Vincent on Aug. 
20. Five newspapers were promptly 
suppressed and two editors were ar- 
rested; this action was justified by 
President Vincent on the ground that 
certain newspapers were provoking 
the public with the prospect that agi- 
tation might lead to bloodshed and 
imperil the stability of the govern- 
ment. 

President Hoover on Aug. 13 ap- 
pointed Norman Armour, Counselor 
of the United States Embassy in 
Paris, as Minister to Haiti. He will 
succeed Dr. Dana G. Munro, who has 
occupied that position since June 28, 
1930. 


COSTA RICA’S DEBT 


A plan for meeting payments of 
interest during the next three years 
on Costa Rica’s 7 per cent dollar 


bonds, amounting to slightly over 
$7,000,000, and due on Nov. 1, 1951, 
was announced on Aug. 29 by the 
Costa Rican Government through J. 
and W. Seligman & Co., its fiscal 
agents in New York. It was stated 
that in exchange for interest coupons 
on each $1,000 bond, up to and in- 
cluding that payable on Nov. 1, 1935, 
Costa Rica would give $23 in cash and 
funding bonds of $222 principal 
amount, bearing 5 per cent interest, 
payable semi-annually and maturing 
in 1951. 

RENT STRIKE IN PANAMA 

A decree suspending property rights 
and individual guarantees in Panama 


until the passage of a rent law by the 
National Assembly was issued by 


President Alfaro on Aug. 15. This ac- 
tion was taken because the rent strikes 
had brought about a situation that 
threatened the public peace. Property 
rights were suspended so that the gov- 
ernment could make effective conces- 
sions that had been offered by the 
landlords but had subsequently been 
withdrawn. Three days later, despite 
the fact that there was no suggestion 
of intervention by the United States 
in the matter, the National Reserve, 
a self-styled patriotic organization, 
went on record as desiring “to repel 
with all energy any disorder that 
might provoke an American military 
occupation.” A presidential decree 
accorded the members of the National 
Reserve the same authority as the 
police. 


CUBA’S INTERNAL DIFFICULTIES 


Political disorders and opposition 
to the administration of President 
Gerado Machado were less frequent 
and violent in Cuba during August 
than for some months past. Plans 
for alleged Communist or anti-ad- 
ministration demonstrations on Aug. 
1 were discovered by the police and 
failed to materialize. 

On Aug. 22 Sefiora Mariana de la 
Torre, who was the first woman ever 
court-martialed in Cuba and who was 
sentenced on July 7 to serve fourteen 
years in prison, was pardoned by 
President Machado. Because of the so- 
cial position and wealth of the Men- 
doza family, of which Sefiora de la 
Torre is a member, her trial attracted 
great interest. She has always been 
an outspoken opponent of President 
Machado and her pardon came as a 
surprise to the public. 

A strike of approximately 500 Cu- 
ban physicians, members of the Na- 
tional Medical Federation, began at 
midnight on Aug. 18. About 2,000 
patients in eight Havana mutual aid 
hospitals were affected. The physi- 
cians, who were employed by mutual- 
aid societies, had demanded that the 
societies drop from their lists all per- 
sons able to pay the regular fees for 
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medical assistance. When their de- 
mand was not heeded, a strike was 
scheduled for Aug. 15, but at the re- 
quest of President Machado it was 
postponed for seventy-two hours. Un- 
able, despite strenuous efforts, to ef- 
fect an agreement, the government 
took steps to preserve order and an- 
nounced that physicians attached to 
the Department of Health would be 
pressed into service where the per- 
sonnel left in the mutual-aid hospitals 
might be insufficient for the needs of 
the patients. 

The total indebtedness of the Cu- 
ban Republic, according to Treasury 
Department figures released early in 
August, is $153,754,000, exclusive of 
Cuban sugar stabilization bonds. Of 
this sum, $58,388,000 must be paid 
on various external bonds; $7,866,000 
remains as an unpaid balance on a 
bond issue that was floated in 1905, 
while public-works loans’ extant 
amount to $87,500,000. In addition, 
$42,000,000 in bonds have been is- 
sued against certificates for segre- 
gated sugar. Of the latter sum, $8,- 
265,360 has been amortized; $5,026,- 
520 is held by banks, and $28,708,120 
is in circulation. Since General Ge- 


rardo Machado hecame President on 
May 20, 1925, the Cuban Government 
has paid $66,050,149 principal and 
$50,013,344 interest on its funded 
debt. Between July 1, 1930, and June 
30, 1932, the government bought back 
some of its paper at $2,373,186 less 
than the obligations represented. A 
steady decline in the Cuban silver 
dollar, until on Aug. 10 it was quoted 
at a discount of 234 to 3 per cent in 
Havana exchange markets, has been 
authoritatively attributed to the pol- 
icy of the Cuban Government in with- 
drawing American currency from cir- 
culation and substituting Cuban sil- 
ver, which was adopted at the time 
of the recent issue of approximately 
$3,000,000 in silver. 

It was announced on Aug. 12 that 
Oscar B. Cintas, a business man, 
would be Ambassador to the United 
States in succession to Dr. Orestes 
Ferrara, who recently resigned to be- 
come Cuban Secretary of State and 
who is well known in the United 
States through his business connec- 
tions. He is vice president of the 
American Car and Foundry Company 
and of the American Locomotive 
Company in the United States. 


War and Revolt in South America 


By HENRY GRATTAN DOYLE 
Professor of Romance Languages, George Washington University; 
Current History Associate 


HE revolutionary movements of 

1930 and 1931 in South America 
were carried out with relatively little 
loss of life. But recent political dis- 
turbances there seem not to have fol- 
lowed this pattern, for while brief, 
they have been characterized by con- 
siderable bloodshed. The sanguinary 
revolt at Trujillo, Peru, in July was 
more than matched by a similarly 
unsuccessful attempt by adherents of 
President-elect Neptali Bonifaz of 


Ecuador to seize the government of 
that country, an effort which plunged 
Quito into a week of slaughter in 
which, according to reports, about 800 
lost their lives. The explanation prob- 
ably lies in the fact that the move- 
ments of 1930 and 1931 represented 
rather general dissatisfaction with 
autocratic régimes and were sup- 
ported by the bulk of public opinion, 
while those recently occurring in Peru 
and Ecuador apparently lacked gen- 
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eral support and were too closely iden- 
tified with party conflicts. The former 
were successful and bloodless; the lat- 
ter have been unsuccessful and ap- 
parently have resulted in relatively 
great loss of life. 

Whether this means the approach 
of the end of the current revolution- 
ary era in South America remains 
to be determined by events. For one 
thing, autocratic governments have 
become rare. The civil war in Brazil 
of course lies outside the scope of 
such a generalization. It represents a 
sectional rather than a party cleavage, 
though party politics is involved, and 
has been conducted on a military scale 
that suggests comparison with our 
own Civil War rather than with an 
ordinary South American revolution. 
It had been under way for nearly two 
months at the time of writing, without 
decisive results, and in number of 
combatants involved, equipment, lead- 
ership and cost of operations it goes 
beyond any purely civil strife that 


has arisen in recent years in South 
America. 

In the field of international rela- 
tions, the situation as regards the 
Chaco dispute between Bolivia and 


Paraguay remains’ unsatisfactory, 
though there is evidence of increas- 
ing pressure by neighboring countries 
to bring about a solution. A new 
border episode involving Peru and Co- 
lombia occurred on Sept. 1, but it does 
not seem likely to create serious dif- 
ficulties between the two nations. 
Peruvian irritation over an Argentine 
resolution passed by the Chamber of 
Deputies on Aug. 19 asking clemency 
for Raul Haya de la Torre, leader of 
the “Apra” opposition to President 
Sanchez Cerro of Peru, was reported 
as likely to lead to severance of diplo- 
matic relations between the two coun- 
tries. Peru had severed relations with 
Mexico in May on the ground that the 
Mexican legation in Lima was too 
friendly to Haya de la Torre. Argen- 
tina and Uruguay severed relations 
on July 13 as the result of an episode 


involving Argentine exiles in Uru- 
guay, but it was reported late in Au- 
gust that relations would soon be 
resumed, 


THE REVOLT IN ECUADOR 


The seven days’ revolt in Quito, in 
which so many lives were sacrificed, 
arose out of a party struggle for the 
Presidency of Ecuador. Presidential 
elections held last October, following 
the ousting of President Ayora, re- 
sulted in a decisive victory for 
Neptali Bonifaz, Conservative candi- 
date and one of the richest land- 
owners of Ecuador, over his two Lib- 
eral opponents, Colonel Larrea Jijon 
and Commandant Ildefonso Mendoza. 
The President-elect was to assume 
office on Sept. 1, 1932, for a four-year 
term, and in the meantime the Pro- 
visional President, Alfredo Baquerizo 
Moreno, was to remain in office. 
When the results of the election were 
made known it was prophesied that 
efforts would be made by the Liberals 
to prevent assumption of office by the 
successful Conservative candidate, a 
purpose to which the long interval 
between the election and inauguration 
readily lent itself. The Liberals have 
been in control in Ecuador for many 
years and the election of a minority 
Conservative candidate because of a 
party split, with the prospect of a 
Conservative régime for four years, 
was hard for them to stomach. Com- 
mandant Ildefonso Mendoza had elim- 
inated himself as a source of trouble 
by leading in April of this year an 
unsuccessful revolt which resulted in 
his imprisonment. 

As the time approached for the 
opening session of Congress on Aug. 
10, a question was raised as to the 
eligibility of the President-elect. Only 
a native-born Ecuadorean is eligible to 
be President, and Bonifaz, although 
born in Quito and a resident of Ecua- 
dor all his life, was the son of a 
Peruvian, formerly secretary of the 
Peruvian Legation in Quito, and was 
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born in the Peruvian Legation. Fur- 
thermore, three of his children were 
registered as Peruvians, (It also de- 
veloped that his defeated opponent, 
Colonel Larrea Jijon, had at one time 
claimed Chilean citizenship.) Feeling 
ran high, and on Aug. 14 a supporter 
of the President-elect was killed in a 
riot over the question, which led to 
further disorders. 


Finally, after a stormy night ses- 
sion on Aug. 19 and 20, and after 
Bonifaz had refused to resign, Con- 
gress, by a vote of 48 to 36, declared 
him ineligible. The President-elect did 
not deny that he had assumed Peru- 
vian citizenship twenty-eight years 
ago “because of family relations ill- 
considered in his preoccupied youth,” 
but maintained that “by birth, resi- 
dence and all the factors on which 
nationality is based” he was an Ecu- 
adorean, The army, Liberal in sym- 
pathies, announced its support of 


Congress. Dr. Alberto Guerrero Mar- 
tinez, president of the Senate, an- 


nounced his intention to resign be- 
cause he “had been forced by public 
opinion to vote against the President- 
elect.”” On Aug. 26 Congress approved 
a decree under which Provisional 
President Baquerizo Moreno was to 
remain in office until a new election 
could be held. 


On the following day part of the 
garrison of Quito, supported by civil- 
ians, rose against the Provisional 
President, who took refuge in the Ar- 
gentine Legation, and declared itself 
in favor of Bonifaz. Regiments sup- 
porting the Provisional Government, 
aided by civilian volunteers, began to 
converge on Quito from other garrison 
posts in the republic, all of which re- 
mained loyal to Baquerizo Moreno’s 
cause. On Aug. 28 these forces sur- 
rounded Quito and a series of bloody 
encounters followed their entrance 
into the city, the insurgents fighting 
from behind barricades and in a 
house-to-house retreat. The loyalist 
forces stormed the historically famous 
Pichincha Hill in the face of rebel bat- 


teries. The diplomatic corps sponsored 
a peace parley in an effort to end the 
fighting, in which civilians were being 
kilied, but the conferees were unable 
to agree, since the insurgents insisted 
on a general amnesty and the loyalists 
on unconditional surrender. 


Hostilities were resumed on Aug. 
31, but on Sept. 2 the revolt was 
broken by the surrender of the rebel- 
lious troops and their civilian sup- 
porters. Bonifaz took refuge in the 
American Legation. The Provisional 
Presidency was assumed by Alberto 
Guerrero Martinez as president of the 
Senate, the Provisional Government 
of Alfredo Baquerizo Moreno having 
come to an end by constitutional 
limitation at midnight on Aug. 31. 
The new government placed Quito 
under martial law and all the arms 
in the possession of civilians were 
seized. On Sept. 4 the Provisional 
Government called new elections for 
Oct. 30 and 31. 


THE WAR IN BRAZIL 


On Sept. 7 Brazil celebrated the 
110th anniversary of her independence 
from Portugal. The same day marked 
the middle of the ninth week of the 
civil war between the: federal gov- 
ernment and the rebellious people 
of the State of Sao Paulo and their 
supporters in Minas-Geraes, Matto 
Grosso and other States. Up to the 
end of August, it was estimated, the 
war had cost the federal government 
about $3,420,000, while loyal States 
had incurred additional expenses 
which brought the total up to $7,250,- 
000. The government on Aug. 11 
authorized a new loan of $29,000,000 
at 7 per cent. On Sept. 4 the federal 
government contracted for the print- 
ing of about $21,000,000 of paper 
money. Losses were unofficially esti- 
mated on Aug. 27 at 4,000 dead and 
wounded for the Federals and between 
4,000 and 6,000 for the Paulistas. A 
spokesman for the latter admitted 
that casualties had reached 4,200 on 
Aug. 20, but claimed that federal 
losses were much heavier. An unof- 
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ficial report placed the total casualties 
at 15,000 up to Aug. 26. 


An appeal for recognition of the 
rebels as belligerents has apparently 
failed of its purpose. So have all ef- 
forts to reconcile the two factions, 
and the war goes on, with the 6,500,- 
000 people of the richest State in 
Brazil still stanchly holding out 
against the power of the federal gov- 
ernment, which represents, theoreti- 
cally at least, the rest of Brazil’s 40,- 
000,000 inhabitants. Claims of great 
federal victories against the rebels, 
as well as of gains in support for the 
rebels outside Sao Paulo, notably in 
Rio Grande do Sul, President Var- 
gas’s own State, do not seem to be 
substantiated. 

The rock upon which informal nego- 
tiations for peace are reported to have 
split, is the Provisional President’s 
demand that the rebels lay down their 
arms before terms will be discussed. 
But Protogenes Guimaraes, the Minis- 
ter of Marine, on Aug. 25 announced 
that the rebels had rejected peace 
terms providing for a general amnesty 
and the adoption of a provisional Con- 
stitution pending the convening of a 
constituent assembly, in return for 
the rebels’ surrender of their arms. 
This proposal was submitted to the 
rebels, according to reports, by Mau- 
ricio Cardozo, former Minister of Jus- 
tice, who was permitted by the gov- 
ernment to make the proposals “as 
a demonstration of its own pacific ten- 
dencies.” 

Commercial and industrial inter- 
ests were reported on Aug. 28 to have 
induced the Governors of the States 
of Minas Geraes and Rio Grande do 
Sul to submit suggestions for peace 
to the Provisional President. A dele- 
gation representing both intellectuals 
and commercial groups, announced as 
sailing on the cruiser Bahia on Aug. 
29 for Santos to negotiate an armi- 
stice with rebel leaders, failed to leave. 
No reason for cancellation of the plan 
was forthcoming, but the Minister of 
Marine stated that “the government 


reiterates that peace talks are impos- 
sible until the Paulistas lay down 
their arms.” Unofficially the peace 
plan was said to provide for a junta, 
made up of Minister Guimaraes, an 
unnamed General and a prominent 
civilian, which would call an assem- 
bly, meanwhile governing the coun- 
try. 

The Provisional President’s opposi- 
tion to this plan may be due to his 
unwillingness to eliminate himself as 
the dominant factor, an interpreta- 
tion that is in accord with the state- 
ment made by a Brazilian correspon- 
dent of the Baltimore Sun, in which 
the President is depicted as “giving 
his audiences, editing his decrees, re- 
editing them, issuing them, withdraw- 
ing them, reissuing them, until he 
slows the crises down and then makes 
them wither away.” “The man in the 
street calls him ‘xuxu’,” (the equiva- 
lent of our “stick-in-the-mud,” ac- 
cording to the correspondent), the ar- 
ticle continues, because, “although the 
political tides sway him this way and 
that, they leave him as firmly an- 
chored as before.” According to this 
writer, President Vargas “will be dic- 
tator as long as dictatorship is pos- 
sible.” 


Rebel headquarters on Aug. 25 de- 
clared that 5,000 men from Minas 
Geraes, under the leadership of 
former President Bernardes of Brazil, 
had pledged their support. On Aug. 
29 orders for a widespread federal 
offensive against the rebels were re- 
ported countermanded by General 
Monteiro because Major Othelo Franco 
of the general staff had gone over 
to the rebels and revealed the fed- 
erals’ plans. On the same date a 
group of federal flyers was reported 
to have deserted to the rebels, taking 
with them four new planes just re- 
ceived from the United States. Per- 
sistent reports of uprisings in the 
State of Rio Grande do Sul were 
countered by federal claims that Gov- 
ernor Flores da Cunha had the State 
well in hand. 
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Military operations against the 
Paulistas have been conducted on 
three fronts. On the south an army 
under General Waldomiro Lima, on 
the east the forces of General Goes 
Monteiro and on the north the troops 
of General Manoel Rabello are press- 
ing the rebels. The commander of 
the rebels is General Bertholdo 
Klinger, a German officer who was a 
supporter of President Vargas in the 
revolution of 1930. Operations have 
proceeded under great difficulties, 
particularly on the eastern front, be- 
tween Rio de Janeiro and Sao Paulo, 
where freezing weather and the neces- 
sity of making troop movements 
through mountainous terrain have 
proved serious obstacles. 

The objective of the federals in 
this sector is the railway junction at 
Cruzeiro, the link between the three 
States of Rio de Janeiro, Minas 
Geraes and Sao Paulo. This important 
point and the Mantequeira railway 
tunnel near by are apparently re- 


garded by both sides as the key to the 
defense of Sao Paulo. It was seized 
by the rebels at the outbreak of the 
revolt and has been the object of al- 
most continuous attack ever since. 
The offensive on this front extends 
over a line about 125 miles long, with 


three objectives: Cruzeiro and the 
Mantequeira tunnel, already men- 
tioned; the city of Sampinas, third 
largest city in Sao Paulo, about sixty- 
five miles from the State capital, and 
Boavista, terminus of the Boavista 
Railroad. The southern army was re- 
ported on Sept. 3 to have reached 
Itapetininga, about eighty miles from 
the city of Sao Paulo. 


THE CHACO NEGOTIATIONS 


The truce between Bolivia and 
Paraguay reached on Aug. 10 proved 
to be short-lived, Paraguay insisted 
on an armistice based upon the ter- 
ritorial positions of troops as of June 
1, 1932, while Bolivia demanded rec- 
ognition of the status quo. As the 
Bolivians hold Forts Boquerén, Cor- 


rales and Toledo, captured, they say, 
in reprisal for Paraguayan aggres- 
sions beginning on June 15, the conflict 
between these points of view is seri- 
ous. A fourth fortin, Carlos Antonio 
Lopez, called Pitiantuta by the Boli- 
vians, was recaptured by the Para- 
guayans on Aug. 12—the fourth time 
that it has changed hands since the 
present crisis began—thereby ef- 
fectually ending any de facto truce. 
Military activities by both sides have 
apparently continued, in spite of the 
efforts of the five neutral govern- 
ments (Colombia, Cuba, Mexico, 
Uruguay and the United States) to 
reach an acceptable basis for a truce, 
several new clashes occurring in the 
last two weeks of August. 

Meanwhile, Paraguay inaugurated 
its new President, Dr. Eusebio Ayala, 
on Aug. 15. A distinguished jurist who 
has served his country as Cabinet 
member and as Minister to the United 
States, Dr. Ayala is reported to favor 
the establishment of a neutral zone in 
the Chaco, from which troops of both 
nations would withdraw, thereby 
avoiding new clashes pending settle- 
ment of the dispute. This proposal, 
first made at the Buenos Aires con- 
ferences of 1927—in which, by the 
way, both President Salamanca of Bo- 
livia and President Ayala participated 
—represents in my opinion a sound 
approach to the problem. President 
Ayala announced that his first act on 
assuming office would be to ask for 
ratification of the conciliation treaty 
signed in Washington in 1929. 

Reports of heavy Bolivian mobiliza- 
tion in the Chaco, originating from 
Argentine correspondents, have con- 
tinued. Bolivian resentment against 
Argentina has also been aroused by 
reports that two members of the Ar- 
gentine military mission to Paraguay, 
withdrawn by Argentina in accor- 
dance with the joint declaration of 
neutrality by Argentina, Brazil, Chile 
and Peru signed on Aug. 6, had se- 
cretly returned to Asuncion. 

Refusal by Bolivia to surrender the 
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three forts taken since June 1 is 
thought to have led to the resignation 
of Foreign Minister Zalles of Bolivia 
and perhaps also to that of Luis O. 
Abelli, Bolivian Minister to the United 
States, though it is denied that 
there is any connection between these 
events. On Aug. 29 the commission of 
neutrals in Washington proposed in 
notes to both nations a sixty-day 
truce, beginning on Sept. 1, in the 
Chaco. This was refused by Paraguay 
because it was based on the status 
quo, as proposed by Bolivia, which im- 
plied that Bolivia would retain pos- 
session of the three forts mentioned. 
In reply to the same proposal Bolivia 
suggested a thirty-day truce, but this 
was also rejected by Paraguay on 
Sept. 1 on the same grounds. Accord- 
ing to Paraguayan newspapers, an 
additional month would permit Bolivia 
to complete her mobilization in the 
Chaco, enabling her after the six 
months’ rainy season, which precludes 
military operations, to make a drive 
for the Paraguay River, using the 
three captured forts and ten new ones, 
alleged to have been built by Bolivia 


during the negotiations, as bases for 
this advance. A proposal for suspen- 
sion of mobilization in the Chaco was 
refused by Bolivia on the ground that 
the great distance between Bolivian 
centres and the disputed region gave 
Paraguay an advantage. 


COLOMBIAN TOWN SEIZED. 


About 300 Peruvian civilians on 
Sept. 1 seized the Colombian town of 
Puerto Leticia, on the upper Amazon 
northwest of Iquitos, the Peruvian 
river port. The seizure, at first at- 
tributed to Communists, was effected 
without bloodshed, and apparently 
represents a protest by Peruvian resi- 
dents of the region against the 
cession of the town to Colombia un- 
der a treaty between Peru and Co- 
lombia negotiated in March, 1922, and 
ratified by Colombia in October, 1925, 
and by Peru in March, 1927. The 
Town Council of Iquitos announced 
that it supported the action of the in- 
vaders and asked for military support. 
The Foreign Offices of the two coun- 
tries did not seem to be disturbed 
over the occurrence. 


Depression Still Grips Britain 


By J. BARTLET BREBNER 
Assistant Professor of History, Columbia University; Current History Associate 


ESPITE some evidences of British 
D economic health, July and August 
have been marked by various funda- 
mental, though small, setbacks in 
business. Industrial and financial cir- 
cles have been outspoken about their 
difficulties, following the truce ob- 
served during the Ottawa Conference, 
and the government has again been 
exposed to criticism. 

The loan conversion operations, for 
example, have been accompanied by 
an embargo on new capital flotations 
in London at a time when the 
money market was flooded with cheap, 


short-term money. By Aug. 15, of 
the £2,087,000,000 war loan, 88.6 per 
cent was pledged for conversion from 
5 to 3% per cent; only 2.3 per cent 
of the holders demanded cash pay- 
ment, while the attitude of less than 
10 per cent was in doubt. Two weeks 
later it was announced that another 
£153,000,000 in loans and Treasury 
bills would be paid at par on Dec. 1, 
the general assumption being that a 
new loan of about £400,000,000 at a 
low interest rate would be floated to 
meet these and other immediate obli- 
gations. These enormous operations 
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promised to save about £30,000,000 a 
year, but private enterprise has be- 
gun to be querulous over the govern- 
ment’s refusal to share the advan- 
tages of cheap money. The only con- 
cession has been permission for 
conversions and refunding of open- 
market issues falling due before 
Dec. 1. 

In general, trade and industry con- 
tinued to be depressed. For July, ex- 
ports totaled £32,590,000, but were 
£6,598,000 less than in July, 1931; im- 
ports were less by £18,226,000, but 
the adverse trade balance fell £11,- 
628,000. For the first six months of 
1932 exports declined 6 per cent and 
imports 14 per cent, as compared with 
the same period a year ago—a record 
much better than that of France or 
Germany, but below the hopes ex- 
pressed in the Spring. The Board of 
Trade index of industrial activity for 
the second quarter was 1.1 per cent 
lower than for the first quarter, al- 
though 2.2 per cent better than 1931. 
Naturally the lag was reflected in the 
statistics of unemployment. By Aug. 
22 the total number of unemployed 
had risen to 2,859,828—126,046 more 
than on the same date in 1931. 

The long-drawn-out negotiations be- 
tween employers and weavers in the 
cotton industry broke down on Aug. 
9. Last December the employers gave 
notice that the 1919 agreement, with 
its subsequent modifications, would 
end on June 11 in favor of a new 
wage scale and more looms per 
weaver. Before June 11 some weavers 
had been called out on strike by their 
unions, notably in Burnley, because 
employers broke their agreements as 
early as March; wage negotiations 
failed when the weavers insisted on 
reinstatement of these strikers. 

Strike notices went out on Aug. 15, 
and, in spite of all attempts at media- 
tion, the strike began in some places 
even before Aug. 27, the date set. By 
Sept. 1 about 145,000 weavers were 
on strike and were seriously threat- 
ening other branches of the industry. 


The weavers maintained that the em- 
ployers had not taken, nor contem- 
plated taking, any serious steps to 
place the industry as a whole in an 
internationally competitive position 
except by reducing wages and allot- 
ting more looms to a weaver. The 
employers, on the other hand, held 
that the reinstatement of the earlier 
strikers was merely an excuse to 
avoid accepting a lower wage scale 
without protest. 

The low rate for sterling attracted 
some attention, at a time when the 
Treasury and the Bank of England 
were still buying gold. Complaints 
were made that the embargo in the 
London market meant that investors 
sought New York. Security prices 
continued to rise in London, but the 
future was doubtful. 


THE IRISH ARMIES 


There are now four military or- 
ganizations in the Irish Free State 
for the protection of various groups. 
The small Free State Army, sup- 
ported by an official semi-constabu- 
lary known as the Civic Guards, was 
created by the late Michael Collins 
and has efficiently protected the gov- 
ernment since 1921. Its leaders as- 
sert that it is outside politics and 
they live up to their words. The sec- 
ond force, the Irish Republican Army, 
is an unofficial organization which 
has never acknowledged the treaty 
and is pledged to an all-Ireland re- 
public. It is generally held responsi- 
ble for the assassination of Collins 
and other supporters of the treaty. 
The Cosgrave Government, during the 
last year of its existence, tried hard 
to stamp it out. It has been tolerated 
by President de Valera, whose gov- 
ernment regards it as “not inimical” 
to the safety of the State. Its lead- 
ers, however, have roundly denounced 
de Valera for not carrying out their 
policies and since his election they 
have been particularly defiant. 

Colonel T. F. O’Higgins of the Saor- 
stat Army Comrades Association, 
brother of the murdered Kevin O’Hig- 
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gins, announced in the middle of 
August that that organization had de- 
cided to enroll volunteers “to sup- 
port the lawfully constituted govern- 
ment of the State.” Composed of 
former Free State Army men, the 
association felt that many Irishmen 
were being intimidated, that differ- 
ence of opinion over government poli- 
cies had brought about a recrudes- 
cence of the dangerous practice of 
“traitor pointing,” that free speech 
was being destroyed, and that Presi- 
dent de Valera’s toleration of arms in 
the possession of the I. R. A. was ex- 
tremely dangerous. They proposed 
to check communism and, although 
unarmed, to protect their own mem- 
bers and others from intimidation. 
The common interpretation of this ac- 
tion was that it was a move by the 
Cosgrave party against the Irish Re- 
publican Army. Many hoped that its 
existence would force the government 
to abolish both. 

De Valera replied that he saw no 
reason for the new force. At the 
same moment, two I. R. A. leaders 
were wounded in an encounter with 
the Civic Guards and were arrested 
on serious charges. On Aug. 23 they 
were released from custody and the 
charges withdrawn. The same day 
armed members of the I. R. A. seized 
Donamon Castle near Roscommon as 
training headquarters for the week- 
end. The Irish Cabinet completely 
ignored the annual services on Aug. 
21 for Michael Collins, Arthur Grif- 
fith and Kevin O’Higgins, although 
members of the Free State Army at- 
tended the special masses. It was 
apparent that de Valera would not or 
could not break his affiliation with 
the I. R. A. and he, if anything, weak- 
ened his position by allowing Frank 
Aiken, Minister of Defense, to an- 
nounce on Aug. 24 the creation of a 
fourth army, the National Guard, a 
sort of training reserve for the Free 
State Army. 


A serious situation has arisen, in 
which honest intentions are rapidly 


being submerged in explosive differ- 
ences. It did not help when the armies 
were nicknamed Green, Red and 
White, with the accompanying asso- 
ciations of constitutionalism, com- 
munism and fascism. President de 
Valera himself is in an impossible 
situation unless he can abolish all 
these groups except the Free State 
Army. On Sept. 4 some hecklers dis- 
turbed a meeting addressed by ex- 
President Cosgrave. They were 
promptly set upon by members of the 
Army Comrades Association, who 
drove them off by their fists. 

The trade war with the United 
Kingdom has continued without any 
positive signs of a truce. The friendly 
relations between Sean O’Kelly and 
Sean Lemass and the British delega- 
tion at Ottawa raised some hopes of 
a settlement, but de Valera has in- 
dicated no change in his point of 
view. He has even warned the United 
Kingdom that if it does not accept 
his suggestion for discussion, he will 
have to use the annuities payments 
which he has been placing in a sepa- 
rate fund. Meanwhile, Irish agricul- 
ture, especially the horse and cattle 
trade, has been hard hit. Irish coal 
dealers have been warned not to buy 
British coal as they have been doing, 
even with a tariff of five shillings a 
ton. Some German coal has been im- 
ported. Many countries are glad to 
sell to the Irish, but none has pro- 
posed to lower its tariffs to be able 
to buy from them. 

The Ottawa settlements were par- 
ticularly distressing, because the pref- 
erences granted there seemed to 
transfer the natural Irish market in 
cattle, meat, bacon, butter and eggs 
to the other dominions. De Valera 
admitted that substitute markets for 
England were probably impossible to 
find. He summoned Dr. James Ryan, 
Minister of Agriculture, home from 
Ottawa to announce his new agricul- 
tural policy, which guarantees to the 
Irish farmer a price and a market for 
wheat and a market for barley and 
oats. This attempt to shift from cat- 
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tle to tillage was widely questioned in 
the light of Irish climatic conditions. 

On the industrial side, the picture 
is not clear. Gallahers, the great to- 
bacconists, have closed their Dublin 
factory, but two English chocolate 
manufacturers have decided to open 
Dublin branches. 


CANADA’S TRADE POSITION 


The diversion of Canadian trade 
from the United States to Great 
Britain was marked, even before the 
preferences arising from the Ottawa 
conference could be put into effect. 
For the year 1931-32, as compared 
with 1929-30, the decline in total 
Canadian trade with Great Britain 
was 40.5 per cent and with the United 
States 56.9 per cent. The new Ameri- 
can tariff of June accentuated the 
tendency. Comparing July, 1932, 
with July, 1931, Canadian imports 
from the United States fell from 
$28,995,000 to $20,291,000, and ex- 
ports to the United States from $22,- 
054,000 to $12,522,000, whereas im- 
ports from the United Kingdom fell 
only from $8,891,000 to $7,406,000 
and exports actually rose from $14,- 
202,000 to $16,047,000. The decline 
in prices of commodities in which 
Canada chiefly trades and the raising 
of her tariff barrier were reflected 
in Canada’s fall from the world’s fifth 
trading nation in 1930 to seventh in 
1931. 

Canadian exchange rose abruptly in 
late August from about 87 cents in 
New York to about 90 cents. Since 
the amount of licensed gold exports 
was normal for a month of 1932 at 
$4,346,500, other causes must have 
operated. British Columbia sold 
$2,000,000 worth of bonds in New 
York at $105.20 and 5 per cent, but 
the rise in exchange had closer rela- 
tionship to tourist expenditures and 
the beginning of the Autumn com- 
modity movement. Grain speculators 
in the United States have turned to 
the Winnipeg market because of the 
greater export movement of Cana- 
dian than American grains. The 


wheat carry-over on July 31 was 131,- 
000,000 bushels as compared with 
153,000,000 bushels last year and in 
August the large new crop began to 
move smoothly and rapidly. Wheat 
prices were about 4 or 5 cents better 
than in 1931. 

In Alberta, where the United Farm- 
ers’ party controls the government, 
a new Federal party, the Coopera- 
tive Commonwealth Federation, was 
founded during August. Its program 
is collectivistic and relatively radical 
and it intends to contest about 250 
seats at the next Federal election. 


AUSTRALASIAN AFFAIRS 


By ruthless restriction of imports 
Australia has achieved a favorable 
external balance of payments. For 
1931-32 the balance of trade is re- 
ported to have amounted to $200,000,- 
000, if $30,000,000 of gold exports is 
taken into account. Even with public 
debt charges of $135,000,000, the 
favorable balance of payments still 
amounted to about $25,000,000. At- 
tention has therefore shifted to the 
question of foreign indebtedness. In 
fact, Australia’s Ottawa bargain with 
the United Kingdom has been viewed 
as a promise to cancel and lower im- 
port duties in return for financial 
help in London. Already many re- 
strictions and duties have been re- 
pealed and others sharply reduced. 
The partial raising on Aug. 29 of the 
embargo on loans in the London mar- 
ket, on the other hand, permitted the 
refunding of a New South Wales 534 
per cent loan due on Nov. 1. 

Australia has a war debt in London 
of £79,724,220 at 4%4 per cent. She 
received about £800,000 annually 
from reparations toward her annual 
interest payment of £5,448,300, but 
the Hoover moratorium was extended 
by the United Kingdom to the four 
dominions who owe war debts to her. 
Now Australia would like to make a 
new settlement in return for some 
opening of her markets to Great 
Britain. Conversion to lower rates of 
interest appears to be possible. 
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New Zealand, like Australia, bar- 
gained at Ottawa with the United 
Kingdom for financial consideration 
in return for tariff reduction. The 
Minister of Finance and the Secretary 
of the Treasury went to London after 
the conference to negotiate a conver- 
sion loan in order to lighten an in- 
terest burden which has been almost 
intolerable at a time when the prices 
of exports were low. 


THE INDIAN COMMUNAL AWARD 


The settlement of the distribution 
of constituencies and political repre- 
sentation for a new Federal India, a 
problem which the Indians have con- 
fessed their inability to solve, was an- 
nounced by Prime Minister Mac- 
Donald on Aug. 16. The distribution 
of races and creeds in the various 
regions of India creates minorities 
everywhere, all of which, in their de- 
sire for security, have demanded 
greater representation than their 
numbers entitle them to. It was cer- 
tain, therefore, that any relatively 
equitable award would fail to satisfy 
Hindus in one place, Moslems in an- 
other, Sikhs in still another, and so 
on. This proved to be true, for fol- 
lowing the announcement one group 
after another expressed its dissatis- 
faction, 

The British scheme—to last ten 
years—is based upon separate elec- 
torates, since no scheme of joint elec- 
torates has succeeded in winning any 
broad support. It was put forward 
with the warning that it would not 
be revised in response to any particu- 
lar criticism, but would be dropped 
altogether in favor of any substitute 
agreed upon by the Indians them- 
selves. Representation in all the pro- 
vincial legislatures is defined. The 
Untouchables are given some separate 
electorates, and in regions where they 
form a majority they are to vote 
separately. Thirty-seven special con- 
stituencies are created for women— 
25 Hindus, 9 Moslems, 1 Sikh, 1 In- 
dian Christian and 1 Anglo-Indian. 


Bengal and the Punjab represent 
the most serious problem, because the 
Moslems form 55 per cent of the 
electorate in one and 56 per cent in 
the other and they demand majority 
representation. In the Punjab Sikhs 
and Moslems struggled in vain for a 
week during August to reconcile their 
claims. Ultimately the Moslems were 
awarded 119 out of 280 Bengal seats, 
which, with 25 European seats, gave 
them a majority. In the Punjab they 
obtained 86 out of 175 seats, with the 
possibility of controlling 4 more, while 
the Sikhs got 18.9 per cent, although 
they represent only 13 per cent of 
the population. The Hindus, notably 
those of the Congress party, ex- 
pressed violent disapproval. 


Some of the Moderates, notably Sir 
Tej Sapru and N. M. Joshi, the Labor 
leader, announced that they were 
willing to accept the award in order 
to take up the remaining constitu- 
tional questions, Advantage of this 
situation was immediately taken by 
the Indian Government and conversa- 
tions were begun. ‘The Moderates 
pointed out that Sir Samuel Hoare’s 
policy of ignoring the Congress party 
could not continue and would fatally 
jeopardize any constitutional settle- 
ment. The conversations were re- 
ported thereupon to have been ex- 
tended to include the Congress 
leaders. 


Lord Willingdon, the Viceroy, an- 
nounced on Sept. 5 another change in 
the policy set forth by Sir Samuel 
Hoare on June 28. A small round- 
table conference is to be held in Lon- 
don in November, at which repre- 
sentatives of the States and of British 
India will attempt to clear up all un- 
settled points preparatory to the crea- 
tion of the Parliamentary joint select 
committee which is to prepare the 
legislation. Inasmuch as Indian res- 
ignations had wrecked the consulta- 
tive committee to which Sir Samuel 
Hoare had proposed to refer this 
work, the new step was almost in- 
evitable. 
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HE negotiations which began in 
Paris on Aug. 22 to effect a com- 
mercial treaty between France and the 
United States replacing the modus 
vivendi renewed every five years on 
the basis of the convention of 1851 
have been followed closely by leading 
French newspapers. Le Petit Parisien 
on Aug. 28 urged that the most-fa- 
vored-nation agreement which Amer- 
ica seeks should not be granted with- 
out substantial concessions in return. 
Claiming that for forty years France 
has given in to the United States, with 
the result that 95 per cent of Amer- 
ican products benefit by the minimum 
tariff and that the commercial bal- 
ance is increasingly in favor of the 
United States, the newspaper sug- 
gested that the remaining 5 per cent 
be favored only after American cus- 
toms regulations on French horticul- 
tural products, drugs and various 
samples have been modified and bet- 
ter protection obtained for French 
models, designs and commercial labels. 
It is likely, however, that France 
will agree to the demands of the 
United States presented by Ambassa- 
dor Edge on Aug. 4. Economic condi- 
tions are such that the situation is 
nearly as critical as it was in 1926, 
although not for the same reasons. 
French foreign trade figures in both 
exports and imports have never 
been so low as they were in July. 
Exports have fallen 60 per cent in two 
years, imports 40 per cent. Income tax 
receipts for July were more than a 
billion francs less than those for July, 
1931; railroad receipts between Jan. 
1 and Aug. 11, 1932, were nearly 17 
per cent under those of the corre- 
sponding period in 1931. While unem- 


ployment has not yet reached the 
alarming proportions it has assumed 
in certain other countries, France is 
experiencing some of the demoraliz- 
ing effects that the dole produces on 
the working class. Le Petit Parisien 
has been at some pains to print ar- 
ticles showing how fraud and dishon- 
esty swell the number of recipients 
of State charity and create a class of 
proletarian parasites. 


MONTH OF COMMEMORATIONS 


France witnessed many celebrations 
and commemorations during the past 
month—one the dedication of the 
Thiepval war memorial on Aug. 1, 
where President Lebrun delivered an 
address, another at Verdun a week 
later, where both the President and 
the Minister of War praised the dead 
of Douamont. M. Lebrun was present 
also at the ceremony inaugurating 
the restored buildings at Albert, al- 
though he could not attend the re- 
opening of the magnificent city hall at 
Arras. Some excitement was caused 
in Brittany, whence Premier Herriot 
had gone to speak at the celebration 
of the four hundredth anniversary of 
the union of that province with 
France, when a commemorative monu- 
ment was blown up by a band of local 
autonomists whose very existence had 
hardly been recognized outside the im- 
mediate neighborhood. 

On Aug. 14 a canal between Thion- 
ville and Metz was formally opened in 
the presence of members of the gov- 
ernment, and the occasion was made 
the excuse for a love feast between 
the mother country and her long-lost 
child, the city of Metz. The President, 
the Minister of Public Works and the 
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Premier spoke. M. Herriot took the 
opportunity to remind his audience 
that war had not been finally exor- 
cised by such treaties as the Kellogg- 
Briand pact and that undue optimism 
in this regard could hardly flourish 
in a city like Metz, so long the pawn 
of conflicting national rivalries. That 
very day, as if to justify the Prexiier’s 
caution, General von Clauss, speaking 
at Pirmasens in Rhenish Prussia, 
called for the reconquest of the terri- 
tory separated from Germany by the 
Treaty of Versailles, including Alsace- 
Lorraine itself. It may be imagined 
how the General’s remarks were seized 
upon by the extreme nationalist ele- 
ments in France. 


BUDGETARY DIFFICULTIES 


The government revealed on Aug. 
24 that at the end of the fourth month 
of the fiscal year the revenues of the 
State were 1,770,000,000 francs (near- 
ly $70,000,000) below the estimates. 
Immediately the press set up a cry 
for the reduction of the salaries of 
public officials, citing the cuts that 
have been effected in countries such as 
Italy, Germany and Poland. What the 
government will propose when Parlia- 
ment again meets was not revealed, 
although M. Germain-Martin, the 
Minister of Finance, speaking in the 
department of Haute-Loire on Aug. 
28, assured his listeners that there 
would be no recourse to inflationary 
measures. He spoke in most laudatory 
terms of Great Britain’s recent suc- 
cess in effecting economies in addi- 
tion to refunding its public debt at a 
lower rate of interest. 


FRENCH FARM TROUBLES 


After two bad years the French 
farmer until recently was in a good 
frame of mind. Apparently he was 
going to be able to dispose of his 
wheat at a profit, and during July 
there was even some talk of taking 
measures to prevent an excessive rise 
in wheat prices. During the first week 
of August, however, there came a drop 
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of from 50 to 60 francs per quintal— 
and this apparently without reason, 
for no data on the size of the harvest 
were as yet available. In an attempt 
to forestall disposal of the crop at 
ruinous prices Abel Gardey, the Min- 
ister of Agriculture, urged the farm- 
ers in speeches delivered on Aug. 14 
and Aug. 28 to make use of all the 
means that the government had put 
at their disposal to maintain normal 
price levels and to defend themselves 
against middlemen and speculators— 
to regulate their sales according to 
the conditions of the market and to 
avail themselves of the instruments 
of credit placed at their disposal by 
the combined action of the Treasury, 
the Bank of France and the National 
Agricultural Loan Society. The French 
farmer, however, is an inveterate in- 
dividualist and is slow to associate 
himself with others for the defense 
of common interests. 


BELGIAN FISCAL TROUBLES 


The Belgian Government also has 
been confronted with an embarrass- 
ing financial situation, for the deficit 
seems likely to reach 3,000,000,000 
francs (over $80,000,000) if drastic 
measures are not taken. Finance Min- 
ister Renkin expects to save 2,000,- 
000,000 francs by budgetary ‘“com- 
pressions” and to obtain the other 
1,000,000,000 francs by a new loan. 
It is reported that large savings may 
be effected by a revision of the laws 
regulating pensions; last year it was 
pointed out by M. Francqui that 95 
per cent of the officers in the Belgian 
Army today are receiving war pen- 
sions for invalidity (the report in 
which this charge was made has not 
yet been published), and it is said 
that the suppression of inquiries 
formerly required into the affairs of 
beneficiaries of old age pensions has 
increased the numbers of these pen- 
sioners from 200,000 to 350,000. 

The miners’ strike, which began 
early in June and seemed to come to 
an end in mid-July, has continued to 





FRANCE AND BELGIUM 


drag on, for the strikers refused to 
accept the agreements reached in con- 
ference with their employers or the 
proposals made by the Ministry of 
Labor. Workers in allied trades who 
had struck in sympathy with their 
fellows, however, have gone back to 
their jobs. Thus another aggravating 
problem remains to be solved by the 
Renkin Government. 

A law liberalizing the Belgian civil 
code in favor of married women was 
voted during the last session of Parlia- 
ment and published on Aug. 20 in the 
Moniteur, the official paper of Bel- 
gium. This law, due to the initiative 
of Minister of Justice Cocq, removes 
certain discriminations under which, 
in common with their French sisters, 
Belgian women had been suffering. 
Henceforth the wife may call on the 
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courts to permit her to draw on her 
husband’s income for the expenditure 
of the family if the husband fails, 
through selfishness or extravagance, 
to do his duty to his family. The law 
provides also that the wife need not, 
in order to open a business or practice 
a profession, await the consent of her 
husband; she may appeal to a judge 
to obtain that right. In the exercise 
of her profession she may act without 
permission of her husband. As for 
her personal estate, the wife may now 
dispose of it as she pleases, without 
consulting her husband or obtaining 
his consent. Thus the legal submission 
in which wives have been placed by 
the Napoleonic Code has been removed 
by a Parliament elected by male suf- 
frage and containing only two mem- 
bers of the feminine sex. 


Supreme Power 


By SIDNEY B. FAy 


Professor of History, Harvard University and Radcliffe College; 
Current History Associate 


pr gar the Reichstag election 
of July 31, in which Hitler’s Na- 
tional Socialists received 37 per cent 
of the seats, his followers demanded 
that he become Chancellor as head of 
the largest party in the newly elected 
Legislature. Long negotiations result- 
ed, for the purpose of creating some 
combination of parties that would 
form a Cabinet representing the Nazis 
and. other parties with a working ma- 
jority in the Reichstag. In a momen- 
tous meeting on Aug. 13 between Hit- 
ler and President von Hindenburg, the 
latter is said to have asked the Nazi 
leader whether he and some of his fol- 
lowers would be willing to enter a 
coalition Cabinet headed by von Pa- 
pen. Hitler replied that he was not 
willing, nor were his associates. He 
requested, on the contrary, that he be 


given the entire executive power. 
“And what power exactly do you 
imply by that request?” the President 
asked. “I want,” Hitler is reported to 
have said, though the words do not 
appear in the official communiqué of 
the interview, “precisely the same 
power as Mussolini exercised after the 
March on Rome.” 

This was too much for the aged 
President. He rejected positively Hit- 
ler’s demand, declaring he could not 
justify himself before his own con- 
science or in the light of his duty to 
the Fatherland. He expressed regret 
that Hitler was unable to support, in 
accordance with statements he had 
made before the Reichstag election, a 
national government appointed by the 
President, but Hitler still demurred. 
The conversation ended with an ear- 
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nest admonition by the President: 
“You are to be, then, in opposition. I 
trust that you will oppose in a way 
that will be chivalrous. And I enjoin 
you in your future course to keep al- 
ways in mind your duty to the Father- 
land and your responsibility to the 
German people.” Hitler gave no 
pledge; he bowed, and withdrew to be 
acclaimed with cries of ‘Hail, Hitler!” 
by the waiting crowd outside the Pres- 
ident’s residence. 


Speaking at Berchtesgaden on Aug. 
18, Hitler seemed to intimate that, af- 
ter all, he might be willing to enter a 
coalition Cabinet if he could be Chan- 
cellor. He declared that his reference 
to Mussolini had been misrepresented, 
and indicated that he would be satis- 
fied with three-quarters of the Cabi- 
net posts. “According to the rules of 
democracy,” he argued, “any party or 
group of parties commanding 51 per 
cent of the electorate can claim the 
right of having the entire government 
turned over to them. Our movement 
at the last election won 37 per cent. 
This means that of the 51 per cent 
necessary to take over the government 
we can furnish about 75 per cent.” 

But von Papen, who meanwhile had 
been working out an elaborate plan 
for economic reconstruction and who 
felt stronger and absolutely sure of 
President von Hindenburg’s support, 
replied that Hitler had had his chance 
and lost it by his extreme demands. 
Hitler’s attacks on the government 
during the following days in connec- 
tion with the death sentence on the 
five Nazis at Beuthen widened the 
breach between him and the existing 
“Presidential Cabinet,” and apparent- 
ly ended for the time being any possi- 
bility of his taking over a share in 
the government. 


POLITICAL VIOLENCE 


At the German town of Beuthen in 
Silesia, near the Polish frontier, there 
occurred on Aug. 10 a particularly 
vicious political assassination—one of 
the long series of similar outrages 
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which disgraced Germany before and 
after the recent Reichstag election. 
A Nazi gang invaded the house of a 
Communist in the early hours of the 
morning, shot him in his bed and then 
kicked and battered his body in the 
most brutal fashion. At the trial ten 
days later it was shown that a tavern 
keeper, one of the gang, was the in- 
stigator of the crime and had plied the 
others with liquor. 

The incident occurred ninety min- 
utes after the von Papen Cabinet had 
promulgated a drastic decree, issued 
under President von MHindenburg’s 
emergency powers, which sought to 
curb these political crimes. The decree 
imposed the death penalty on any one 
committing homicide from political 
motives, whether deliberate or not, in- 
cluding attacks on policemen or per- 
sons summoned to the aid of the police. 
The death penalty was also decreed 
for arson, destruction of property by 
explosives or the endangering of rail- 
way traffic. Penitentiary terms of not 
less than ten years were decreed against 
persons committing an act of violence 
with firearms or assaulting a police- 
man, provided it resulted in serious 
injury or death, either to the person 
attacked or to a third person, and 
against persons who incite resistance 
to the police or who commit acts of 
violence. Penitentiary terms up to ten 
years were to be the penalty for any 
one who from political motives in- 
flicted dangerous or severe injury; 
who committed acts of violence with 
firearms; who assaulted a policeman; 
or who invaded private premises with 
weapon in hand, or with another per- 
son, or as participants in a mob gath- 
ering. In all the foregoing cases miti- 
gating circumstances were declared to 
be inadmissible. To deal summarily 
with such crimes the decree also es- 
tablished special trial courts, which 
were empowered to refuse to hear evi- 
dence for the defense when in their 
judgment the crime had been thor- 
oughly established and the submission 
of such evidence would merely delay 
the decision. 
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One of the new special courts 
promptly tried those concerned in the 
Beuthen affair and in accordance with 
the new decree imposed a sentence of 
death on five Hitlerites. When the sen- 
tences were announced there was com- 
plete silence for a moment in the court 
room. Then a commander of one of 
the Nazi “storm detachments” rose 
and shouted: “The German people in 
the future will pass different sen- 
tences. This Beuthen verdict will be- 
come a beacon for German liberty.” 
Thereupon most of the spectators 
shouted “Hail, Hitler!” and, after a 
demonstration outside the court house, 
an excited mob smashed the windows 
of Centrist and Socialist newspapers 
and of several Jewish department 
stores. 

For the next ten days Germany 
faced a serious situation. The Nazi 
newspapers at once championed the 
cause of the condemned men. Hitler 
himself telegraphed to them the day 
after their conviction: “From this 
moment your freedom is a question of 
our honor, and a fight against a gov- 
ernment under which this sentence 
has been possible is our duty.” Hans 
Frank, the Nazi party lawyer, tele- 
graphed President von Hindenburg 
and Chancellor von Papen, strongly 
protesting against the death sentences 
and urging an immediate pardon for 
the convicted men. On the other hand, 
the government declared that it must 
let the law take its course; that it 
could not stultify itself by virtually 
nullifying its authority in the first 
important case to arise under the new 
decree; that it could not give way in 
the face of threats from the National 
Socialists, however strong they might 
be. The government must be impar- 
tial. Its courts had, in fact, also im- 
posed ten-year sentences on several 
Socialists at Ohlau for firing shots at 
Nazi demonstrators before the recent 
anti-terrorist decrees were promul- 
gated. 


The government’s attitude was offi- 
cially stated in an effective speech by 
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Chancellor von Papen at Muenster in 
Westphalia on Aug. 28. “The verdicts 
at Beuthen and Ohlau,” he said, “have 
been followed by a storm from the 
Right and the Left against the equi- 
table application of the law. Both sides 
demand that their political opponents 
be put beyond the pale of the protec- 
tion of the law, that in political strife 
manslaughter and revenge be permis- 
sible, and that their opponents be out- 
lawed. This I regard as disgraceful.” 


Directly attacking Hitler, von Papen 
continued: “The unrestraint exhibited 
in the manifesto of the National 
Socialist leader comports ill with his 
claims to leadership in the govern- 
ment. I do not concede to him the 
right to regard that minority which 
troops behind his banner as ‘the Ger- 
man nation’ or the right to treat all 
the rest as outlaws. If, in opposition 
to Hitler, I stand up for a constitu- 
tional commonwealth of the people 
and for an authoritarian conduct of 
the government, it is I and not he who 
stands for what millions of his ad- 
herents have ardently desired in their 
struggle against political party dom- 
ination, arbitrariness and injustice.” 

Finally, on Sept. 2, it was an- 
nounced that the acting Prussian Cab- 
inet, with Chancellor von Papen as 
Federal Commissioner presiding, had 
reviewed the case of the five Nazis. 
In view of the fact that, at the time 
of their deed, they had no knowledge 
of the new decree against political 
terrorism, the sentence was commuted 
to imprisonment for life. The Berlin 
Achtuhr Abendblatt said: “The whole 
German people, apart from the Na- 
tional Socialist minority, will approve 
the decision, which indeed applies 
clemency, but, by inflicting peniten- 
tiary terms for life, emphasizes that 
political murder must be expunged 
from Germany.” 


THE REICHSTAG OPENS 


In view of the Beuthen affair, the 
breach between Hitler and the gov- 
ernment and the dire threats of the 
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Nazis against the Presidency of a 
Communist at the opening of the 
Reichstag, it had been feared that the 
first session on Aug. 30 might prove 
stormy. But it turned out otherwise; 
in part, perhaps, because von Papen 
had visited President von Hindenburg 
at his home in Neudeck, East Prussia, 
and was believed to have in his pocket 
a signed authorization for the dissolu- 
tion of the Reichstag in case the Na- 
tional Socialists or other parties 
should attempt a no-confidence mo- 
tion or create other trouble. But the 
Hitlerites had no desire for another 
immediate Reichstag election in which 
they were not likely to make further 
gains. 

The Reichstag rules provide that a 
new session shall be called to order by 
the oldest member. The honor fell to 
Frau Clara Zetkin, a Communist who 
had returned for the purpose from 
Moscow. A wisp of a woman clad in 
dark gray, with thin gray hair drawn 
back from a pale, sharp face, she ad- 


vanced to the Speaker’s desk, leaning’ 


on a stick, and rang the Speaker’s 
bell. “I was born on July 5, 1857. Is 
there any one here older?” she asked, 
turning defiantly to the brown-shirted 
Nazis occupying a full third of the 
seats. There was no response. “Then 
I call this session to order,’ she de- 
clared. 

Frau Zetkin had been urged, un- 
successfully, to avoid controversial 
matters in her opening address, but 
for more than half an hour she in- 
veighed against President von Hinden- 
burg, the Cabinet, the Social Demo- 
crats, the Centrists, the National So- 
cialists, capitalism and militarism— 
against everything, in fact, except 
communism. She was heard in silence 
except for occasional murmurs of ap- 
proval from her fellow Communists. 
When she had finished a strong voice 
from the Nazi benches chanted the 
first line of a popular song, “It hap- 
pens only once.” 

After this dramatic opening the 
Reichstag proceeded quietly to its 
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first regular business, the choosing 
of its permanent officers and commit- 
tees. A Centrist nominated Captain 
Hermann Goering, a Hitler lieutenant, 
as President, and he was elected by 
367 out of 583 ballots. Three Vice 
Presidents were then chosen—Thom- 
as Esser, a Centrist; Walther Graefe, 
a Nationalist; and Hans Rauch of the 
Bavarian People’s party. After some 
further organization business the 
Reichstag adjourned to meet again on 
Sept. 12. So far the expected clash 
between parties, or between the von 
Papan Cabinet and the Legislature, 
had been avoided. 


VON PAPEN’S PROGRAM 


Chancellor von Papen, speaking he- 
fore the Westphalian Peasants’ Con- 
gress at Muenster on Aug. 28, out- 
lined the government’s ingenious plan 
for dealing with unemployment and 
the economic depression. As explained 
further in later speeches by Hermann 
Warmbold, Minister of Economics, 
its purpose is “the reanimation of 
industry,” and is not unlike the idea 
underlying the American Reconstruc- 
tion Finance Corporation, in that it 
provides, in essence, for immediate 
loans to industry out of the public 
treasury. It partially mortgages gov- 
ernment revenues for the five years 
from 1933 to 1938, for the sake of 
stimulating business and reducing 
unemployment during coming months. 
If the expected economic recovery is 
realized, it will be easy for the gov- 
ernment to repay in more prosperous 
years the small mortgage upon its 
future revenues. 

The new scheme was decreed by 
President von Hindenburg on Sept. 5, 
without being submitted to the Reichs- 
tag for approval, and is to become 
effective on Oct. 1. Whether the 
Reichstag would have approved it is 
uncertain, but at any rate it appears 
to have had an excellent psychologi- 
cal effect on business. The industrial 
and banking classes commended the 
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plan, while stock prices on the Berlin 
Boerse rose in a fashion unparalleled 
since the announcement of President 
Hoover’s moratorium more than a 
year ago. 

The new scheme makes available 
about $720,000,000 at once for stimu- 
lating business and reducing unem- 
ployment. A quarter of this amount, 
$180,000,000, is to be appropriated by 
the government to provide immediate 
employment on productive public 
works, such as the reclamation of 
lands, the extension of inland water- 
ways and road construction. The nov- 
elty of the program is to be found in 
the remaining clauses. 

Approximately $180,000,000 is to be 
given as a direct subsidy to business 
to promote employment. Out of this 
sum the government will give indus- 
trialists $100 for every new workman 
employed. On this basis it is calcu- 
lated that employment will be fur- 
nished to 1,375,000 workingmen who 
are now idle or who receive a govern- 
ment dole. This grant from the public 
funds will be virtually self-liquidating, 
it is hoped, because the Reich’s budget 
will save more than $25 in doles for 
each new man employed, the annual 
dole expenditure on each idle man be- 
ing slightly in excess of $125. Further- 
more, besides saving on doles, the 
State will be able, when employment 
becomes more general, to collect more 
taxes because the industries now shut 
down will reopen or expand and the 
new production will automatically bear 
the taxes. Of course the government 
must face the risk of dishonest col- 
lusion, whereby one employer would 
pocket $100 per head and take on more 
employes while agreeing with another 
employer in the same business to dis- 
charge some of his men. 

The remaining half of the new funds 
made available, $360,000,000, will pro- 
vide the most radical part of the new 
scheme. The government is to issue 
tax-remission certificates for this 
amount, redeemable in the five years 
between Oct. 1, 1934, and 1938. These 
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certificates, which carry interest-bear- 
ing coupons at the rate of 4 per cent, 
are to be given as a virtual subsidy to 
business men on the assumption that 
they will be used to finance work in- 
volving additional employment. The 
Reich undertakes to receive them in 
payment of taxes between 1934 and 
1938. They will also be discounted by 
banks and dealt in on the Berlin Boerse, 
thus providing that amount of new 
credit available for reviving business. 
In a sense they are a mild form of con- 
trolled inflation. The government be- 
lieves that the day for necessary plant 
replacement has arrived and that the 
funds supplied through these tax-re- 
mission certificates will be used for 
improving the liquidity of business 
and reviving industry. 

The advantage for the Reich is that, 
while making a gift of $360,000,000 to 
business, it will suffer no financial 
loss for the coming twelve months, 
when the budget will continue to be 
strained. The loss is postponed from 
1934 to 1938, when it is assumed that 
the budget will be satisfactory. The 
advantage to business is that the tax 
certificates, being loanable or salable, 
are as good as a direct cash subsidy 
from the Reich. 

Three categories of taxes will be re- 
duced 40 per cent by the new tax- 
remission scheme—the turnover tax, 
the real estate tax and the commer- 
cial tax. To a business man paying a 
total of about $340 in the next twelve 
months, $160 will be refunded in tax- 
remission certificates. The Reich will 
refund about $42,500,000 of the trans- 
portation tax, which is now being paid 
almost exclusively by the Federal 
Railways, thus enabling them to pro- 
ceed with their delayed improvement 
program. 


Among the further provisions of 
the new decree, the details of which 
are not available at the moment, are 
measures which may not be so favor- 
able for the workingman. These re- 
late to a revision of the existing union 
wage scales to permit the absorption 
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of unemployed labor, the establish- 
ment of import contingents for agra- 
rian produce, the early institution of 
restricted quotas for industrial com- 
modities, and the reform of unemploy- 
ment and social insurance benefits. 

Along with these measures, which 
are primarily aimed at improving the 
internal economic and financial condi- 
tion of Germany, Chancellor von 
Papen has also taken steps to offset 
the fall of Germany’s surplus of ex- 
ports over imports below the needs 
for meeting the demands for interest 
and principal payments on her for- 
eign loans. The import duty on type- 
writers, accounting machines, and 
some other commodities imported 
mainly from the United States has 
been sharply increased. He has also 
applied to the United States, as he is 
entitled to do under the agreement of 
1930, for a postponement for two and 
a half years of the payments for dam- 
age done to American property during 
the war and for the cost of the Amer- 
ican troops of occupation. 


DEATH OF DR. SCHOBER 


Within scarcely more than a fort- 
night after the death of Mgr. Seipel, 
who saved Austria from financial col- 
lapse in 1922, came the death on Aug. 
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19 of Dr. Johann Schober. Dr. Schober 
had twice been Austrian Chancellor— 
in 1921-22, when he concluded a rec- 
onciliation treaty with Czechoslo- 
vakia, and in 1929-30, when he made 
with Germany the ill-fated proposal 
for an economic union between the two 
countries. 

Dr. Schober had been a determined 
opponent of the Lausanne protocol 
and the accompanying loan proposal 
by which Austria agreed to refrain 
until 1952 from any political or eco. 
nomic union with Germany. Just as 
Mgr. Seipel’s illness and death en- 
abled the present Dollfuss Cabinet to 
appoint a successor to Dr. Seipel and 
thereby prevent the Pan-Germans by 
one vote from overthrowing the Cabi- 
net which had signed the Lausanne 
protocol and loan agreement, so Dr. 
Schober’s death enabled it on Aug. 
23, by a vote of 82 to 80, to secure 
the ratification of these measures. 
The ratification was denounced by the 
Pan-Germans as a relinquishment of 
Austrian independence to France. But 
it is hoped that when it has been rati- 
fied by the other signatory powers it 
will make it possible for Austria to 
pay the interest on the earlier League 
of Nations loans of 1922 and 1930 and 
to meet her other foreign obligations. 


Italy in Bellicose Mood 


By WILLIAM E. LINGELBACH 


Professor of European History, University of Pennsylvania; 
Current History Associate 


TALY has reversed her consistent at- 
titude for disarmament by break- 
ing with Great Britain and France at 
the Geneva Conference over President 
Hoover’s proposals. After lukewarm 
and hostile speeches by the spokes- 
men of these two powers and Japan, 
Dino Grandi won the enthusiastic ap- 
plause of the galleries and the repre- 
sentatives of nearly all the other 


States by emphatically announcing 
that, having had time to consult the 
head of his government, he wished to 
proclaim Italy’s whole-hearted adher- 
ence to the American plan. The an- 
nouncement was in entire accord with 
Italy’s policy of the last few years, 
and an index of the Duce’s indigna- 
tion over what the Fascists describe 
as the chicanery of the powers in con- 
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nection with the conference, particu- 
larly the Anglo-French Entente, 
which the Fascist press has dubbed 
the “Entente Infernale.” Italians also 
resent what they describe as the de- 
liberate falsification by influential 
French and British journals of the 
facts concerning Italy’s naval con- 
struction program. The entire pro- 
gram, they claim, is in accord with the 
London Conference and not in any 
way secret, new or aggressive. 

Coupled with the Duce’s recent war- 
like utterances, the hostile attitude of 
the Fascist press takes on a further 
significance through the extraordi- 
nary character and unprecedented 
scale of the military and naval ma- 
noeuvres during August. This demon- 
stration of militarism is regarded by 
the Fascists as a notification to the 
world that Italy believes the prospects 
of disarmament through the Geneva 
Conference to be hopeless, and that if 
France continues to use the plea of se- 
curity to block disarmament, Italy 
also must look to her own safety. To 
French and British criticism that the 
manoeuvres were unnecessarily flam- 
boyant, the Fascist press retorts that 
the two countries chiefly responsible 
for the failure of the Disarmament 
Conference should have no reason for 
surprise. 

Immediately after the manoeuvres 
the government announced that fifty- 
one of the older naval vessels—more 
than 130,000 tons of fighting ships— 
would be retired. At the same time, a 
complete reorganization of the navy 
was ordered for the purposes of in- 
creased efficiency. The plan involves 
two squadrons, the first of seven 10,- 
000-ton cruisers built within the last 
three years, with its base at Spezia— 
the strategic point with respect to 
France; the second of six 5,000-ton 
cruisers built during the last two 
years, with a base at Taranto—with 
French colonial communications and 
Yugoslavia as its objectives. By giv- 
ing up the battleships and concentrat- 
ing on cruisers, Italian naval experts 
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believe they will have a faster and 
therefore more efficient fleet. At the 
same time, the new plan will be more 
economical. 

Achille Starace, secretary of the 
Fascist party, issued an order on Aug. 
29 that henceforth the “Shouted Fas- 
cist Salute” was to be reserved exclu- 
sively for Mussolini. The order also 
provides that Fascisti must rise be- 
fore giving the Roman Salute and 
that only “songs of the revolution” 
shall be used by Fascist troops on the 
march. Two days earlier it was an- 
nounced that on Oct. 27, the day be- 
fore the end of the first decade of the 
Fascist régime, a votive chapel in 
honor of 500 martyrs of the Fascist 
cause would be dedicated in the Lit- 
torio Palace, the headquarters of the 
party. 

In economic matters, Mussolini has 
again warned the Italian people that 
prosperity must not be looked for “in 
the next few months.” Nevertheless, 
the “Battle of the Wheat,” which he 
began in 1925, is being won. Although 
wet weather impaired many other 
crops, wheat escaped, and this year’s 
yield, estimated at 260,000,000 bush- 
els, will approach the bumper crop of 
1929. Before 1925 Italy had only once 
produced more than 200,000,000 bush- 
els; since then the harvest has fallen 
below that figure only once. 

To stimulate production in other 
lines, increased duties on many food- 
stuffs imported from abroad were an- 
nounced during August. Some Ameri- 
can exports, particularly frozen meat, 
lard, prunes and other dried fruits, 
will be affected. Although agricultur- 
al interests were promised increased 
protection a year ago, the new tariff 
was inoperative until Aug. 31 of this 
year, when certain existing treaties 
expired. The drift to higher protective 
duties is in direct response to the 
ultra-protective tariffs in France, Bel- 
gium, Germany, Spain and the United 
States, which have closed many mar- 
kets to Italian agricultural products. 
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Although improvement in unem- 
ployment appeared during the Spring, 
the number out of work has again in- 
creased, reaching a total of 931,291, 
nearly 300,000 more than the number 
of unemployed at the same time last 
year. The prospect for the Autumn and 
Winter is therefore serious, the more 
so since the budget for the first month 
of the present fiscal year showed a 
deficit of $18,000,000. On the other 
hand, this is offset by the fact that 
about one-fourth of the recent loan 
of $210,000,000 has been turned over 
to the credit of the Ministry of Public 
Works for unemployment relief. On 
this basis the Ministry is letting con- 
tracts for extensive public works in 
the regions where unemployment is 
greatest, and bringing pressure to 
bear upon provinces and municipali- 
ties to extend their programs for pub- 
lic works to the limit of their finan- 
cial resources. 

As is well known, relief work is one 
of the chief concerns of the Fascist 
party. A recent pronouncement on the 
abolition of the propaganda units sur- 
veyed the relief accomplished during 
the Summer and the still more exten- 
sive plans for the coming Winter. 
Fascism proceeds on the principle 
of finding jobs for the unemployed 
rather than distributing doles. Alto- 
gether only about one-fourth of the 
unemployed are entitled to unemploy- 
ment insurance benefits. Jobs must 
therefore be found for the remainder 
or they must be supported by public 
or private charity. A small tax on all 
restaurants, cafés and hotel bills, from 
which foreigners are exempt, is ex- 
pected to raise a considerable sum. 

A further striking evidende of Mus- 
solini’s domination of Italian affairs 
appeared early in August in the an- 
nouncement that the major labor dis- 
putes which had been before the Min- 
istry of Corporations for nearly a 
decade had been settled. They con- 
cern the wages and “the more-looms- 
a-weaver problem” of textile workers, 
the control of wages, and so on, of 
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piece workers employed in their own 
homes, and the wages of sulphur 
miners in Sicily. 

The wage dispute between the mill 
owners and the textile workers was 
settled by Mussolini, who has been 
Minister of Corporations since the de- 
partment was established, by allow- 
ing a wage cut of 10 per cent for the 
highest paid weavers and a graduated 
reduction for the others. The solution 
of the “more-looms-a-weaver problem” 
he found in a system of bonuses based 
on the type of loom and the number 
of looms assigned to each worker. On 
the difficult question of who should 
control the domestic piece workers he 
announced that under the Charter of 
Labor (1927) the syndicates had the 
right to regulate wages and conditions 
of work. For the sulphur miners there 
seemed no solution except recognition 
of a drastic wage cut which in some 
cases was equal to 50 per cent. 

Mussolini’s dramatic assertion of 
his personal leadership by the dismis- 
sal of five of the leading Fascist Min- 
isters and eleven under-secretaries, 
late in July, was followed on Aug. 11 
by a sweeping shift in Italy’s consular 
and diplomatic service. Over thirty 
changes were announced. To Ameri- 
cans, the appointment of Augusto 
Rosso as Ambassador to the United 
States, replacing Nobile Giacomo de 
Martino, since 1925 Italian Ambassa- 
dor to this country and closely asso- 
ciated with Count Volpi in the nego- 
tiations for the funding of the Italian 
war debt, is of special interest. 


ROYALIST FAILURE IN SPAIN 


With the occupation of Seville by 
republican forces and the capture of 
General Sanjurjo at Huelva, near the 
Portuguese frontier, on Aug. 11, the 
royalist uprising in Spain collapsed. 
(See CURRENT History for September, 
page 740.) The General himself was 
brought back to Madrid on the night 
of Aug. 11 and spirited into police’ 
headquarters by Major Menendez Lo- 
pez, the Director of Public Safety. 
Along with other leaders in the revolt, 
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he was arraigned before the section of 
the Supreme Court devoted to mili- 
tary affairs on the charge of treason 
against the republic. General Aragon, 
the public prosecutor, demanded the 
death penalty for Sanjurjo and life 
imprisonment for his subordinates. 

After a brief but dramatic trial, the 
court pronounced the death sentence. 
The Cabinet at once took the matter 
under consideration. Despite the vio- 
lent opposition of the Left, commuta- 
tion to life imprisonment was recom- 
mended and President Zamora acted 
accordingly. By its policy of modera- 
tion the Azafia government again 
showed good strategy. The popularity 
of General Sanjurjo and his own claim 
that he had acted to save the republic 
from the Left, and that his action had 
“nothing to do with the monarchist 
rising in Madrid,’ contributed toward 
general approval of the modification 
of the sentence. It is, moreover, more 
in keeping with the new reforms of 
the old penal code of 1870, which sup- 
pressed the death penalty and reduced 
the maximum prison sentence to twen- 
ty years. 

The abortive revolt has greatly 
weakened the parties of the Right and 
proportionately strengthened the po- 
sition of the government. Leading con- 
servative newspapers, including ABC, 
Internaciones, El Debate and La Na- 
cion, have been suspended. On Aug. 13, 
while the rebels were being stripped 
of their honors and uniforms in Se- 
ville, President Zamora, amid the ap- 
plause of more than 100,000 of the 
populace of Madrid assembled in the 
Retiro Park, conferred honors upon 
officials and others who had shown 
zeal in the defense of the republic. 

The royalist uprising brought out 
the fact already known, but more or 
less overlooked for the moment, that 
the old aristocracy was in general 
hostile to the republic. Many of them 
have been implicated in the revolt, 
and more than 100 have been arrested. 
Within a week after the uprising the 
Duke of Fernan-Menez, with scores of 


109 


others of Spain’s proud and exclusive 
aristocracy, found themselves in pris- 
on. Even the Duke of Alba, descen- 
dant of the Alba of Philip II’s time, 
was not spared. Meanwhile, scores of 
de luxe automobiles were parked in 
front of Madrid’s model prison, where 
many of Spain’s proudest nobility are 
now in cells formerly occupied by the 
republican rulers of present-day 
Spain. 

The Cortes on Aug. 20 voted to 
legalize the seizure of estates and 
other property of those implicated in 
the uprising. Although confiscation 
under charges of treason does .not 
imply that Spain is following the ex- 
ample of Russia in the socialization 
of land, it is placing in the hands of 
the government thousands of acres 
until now tenaciously held by the 
powerful landed aristocracy. 

On Sept. 9 the Cortes gave final 
approval to the communal land bill 
which provides for the distribution in 
community form—under the direction 
of an agrarian institute—of about 52,- 
000,000 acres formerly held in large 
estates by the Crown or under royal 
grant. Settlers on the land will be 
aided with government funds. Event- 
ually 1,000,000 individuals are expect- 
ed to benefit from the scheme, which 
also establishes cooperative agricul- 
tural associations of various sorts. 

The attitude of the army also has 
again come up for scrutiny. During 
the excitement over the uprising, the 
Left urged that drastic measures be 
taken, and that all officers who had 
served under the old régime be dis- 
missed. A bill was actually formulated 
for the dissolution of the entire army 
as the most effective means of de- 
stroying what the Left regards as the 
most potential weapon of the once- 
privileged groups. Although Premier 
Azanha opposed these drastic pro- 
posals, he has approved a consider- 
able shift in the personnel of officers, 
and is apparently in thorough accord 
with the bill introduced late in the 





110 


month involving radical reforms in 
the diplomatic and consular service. 
The action, according to press reports, 
has arisen from the growing convic- 
tion that the diplomats, many of 
whom belong to the old aristocracy, 
have been out of sympathy with the 
republic and have been misrepresent- 
ing it abroad. 

After many months of heated de- 
bate and popular agitation, the Cortes, 
on Sept. 8, adopted the final article of 
the Catalan Statute and formally 
ratified the entire Statute the follow- 
ing day. As a result of this act Cat- 
alonia will, subject to certain restric- 
tions, become an autonomous State 
within the Spanish Republic. The 
final adoption of the Statute was a 
cause for great rejoicing in Catalonia, 
although many Spaniards regard the 
action as a step toward the dissolu- 
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tion of the unity of the Spanish State 
which was achieved by Ferdinand and 
Isabella nearly three and a half cen- 
turies ago; in any event, Spain is at- 
tempting a new solution to a minori- 
ties problem which caused constant 
strife for over fifty years. 

Fernando de los Rios, Minister of 
Education, has announced that the 
government has decided to borrow 
$40,000,000 to enable it to carry out 
its school building program. Every- 
thing is being done not only to create 
a national system of education but to 
overcome the illiteracy which still 
holds nearly 60 per cent of the popu- 
lation in its grip. ““‘With these new 
schools,” the Minister declared, “we 
hope to lay the foundations of a new 
nation.” The plan involves the build- 
ing of 20,000 new schools over a period 
of four years. 


Military Threat to Greek Republic 


By FREDERIC A. OGG 
Professor of Political Science, University of Wisconsin; Current History Associate 


a. political situation in Greece dur- 
ing August was perceptibly col- 
ored by the approach of the general 
elections which were scheduled for 
Sept. 25. Premier Venizelos on Aug. 
15 categorically denied reports that 
his government was about to resign 
in favor of a military dictatorship as 
a means of preventing a possible Roy- 
alist victory at the elections. The ru- 
mors, he said, were designed merely 
for the purpose of creating a feverish 
pre-election atmosphere. 

A few days later, the Opposition, 
led by former Premiers Kafandaris, 
Papanastasiou and Tsaldaris, launched 
a violent press campaign against the 
government on the ground that Veni- 
zelos had prejudiced his official posi- 
tion by asserting that in the event of 
a Royalist victory in the elections, he 
would not restrain the army from in- 


tervening in behalf of a continuance 
of the republic. The Premier, replying 
on Aug. 22, conceded that the republi- 
can régime was in danger. He recalled 
the fact that the army has several 
times in the past taken an active hand 
in politics, and asserted that while he 
would not permit it to interfere dur- 
ing the elections, he might find it ad- 
visable to support the republic with 
armed force if the results proved 
adverse. 

But by Sept. 7 it was not clear 
whether Venizelos would be able to 
control the Military League and pre- 
vent a military coup d’état which 
would call off the elections and set 
up a military dictatorship. Party feel- 
ing has been intense and attacks upon 
Venizelos by the Royalist leader, Pan- 
ayoti Tsaldaris, were so extreme that 
on Sept. 8 the Premier offered his 
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resignation to President Zaimis but 
it was refused and he continued in 
office. The Premier at the same time 
assured the President that there was 
no immediate danger of a revolt in 
Greece and that the elections would 
be held as scheduled. 


POLISH PACTS WITH DANZIG 


The efforts of Count Manfred Gra- 
vina, League of Nations Commissioner 
at Danzig, to bring about better re- 
lations between the Free City and 
Poland resulted on Aug. 13 in two 
significant protocols, signed by Dr. 
Ernest Ziehm, President of the Danzig 
Senate, and Dr. Casimir Papee, Po- 
land’s diplomatic representative at 
Danzig. The first agreement related to 
the entry of Polish naval units into 
the harbor of Danzig, a matter of 
dispute since August, 1931, when Dan- 
zig denounced a former agreement, 
and especially during the past Sum- 
mer, when several unpleasant inci- 
dents arose in connection with visits 
from British and German fleets. Dan- 
zig has desired to treat Polish naval 
units as wholly foreign and entitled 
to enter her harbor only with permis- 
sion of the Senate. Poland, on the 
other hand, demanded free and un- 
conditional entry. The new agreement 
stipulates that Polish naval units may 
enter Danzig Harbor after notifying 
the Chief Pilot under the Council of 
the Port, a body on which Poland and 
Danzig have equal representation; 
and that there shall be no restriction 
on the number of units simultane- 
ously entering the port or on the 
length of their stay. The settlement, 
which is for three years, is substan- 
tially a victory for Poland. 

The second agreement binds the 
two States to discourage all un- 
friendly manifestations and activities 
by the citizens of one toward those 
of the other. The Warsaw Govern- 
ment will be expected to work for the 
discontinuance of the present Polish 
boycott of Danzig products and shore 
resorts, while the Danzig authorities 
will seek to prevent attacks on Polish 


111 


citizens within the Free City. This set- 
tlement, also for three years, but re- 
newable, is expected to relieve Danzig 
economic life from its present pa- 
ralysis. 

Clashes between Polish authorities 
and Ukrainian peasants dwelling in 
Eastern Poland have been recurrent 
in recent years, and it has now be- 
come known that a serious rising was 
put down in Polesta in early August. 
As on previous occasions, the peas- 
ants refused to pay taxes and engaged 
in other forms of anti-State activity; 
and, as before, the police, reinforced 
by soldiery, quelled the movement, 
ferreting out and dispersing hostile 
bands that had taken refuge in 
the forests. Ukrainian representatives 
have declared that they will bring the 
matter before Parliament and the 
League of Nations. 


THE DEPRESSION IN CZECHO- 
SLOVAKIA 


In Czechoslovakia, as in other Cen- 
tral European countries, the economic 
situation, apart from seasonal changes, 
shows no genuine improvement and 
continues to color practically all as- 
pects of State policy. The number of 
unemployed, though slightly reduced, 
is larger than in any period of the 
country’s history, and adequate relief 
measures, combined with the mainte- 
nance of a balanced budget, have sub- 
jected the entire economic organism 
of the republic to unprecedented 
strain. The stability of the currency 
has, however, been upheld, and the 
Minister of Finance holds out the 
prospect of a balanced budget, not 
only in the current year, but also in 
the year to follow. Drastic economies 
have largely offset the decline in the 
yield of taxes, and the general finan- 
cial and economic structure of the 
country is regarded as sound. 

Considerable interest was aroused 
during August by the trial, in the 
criminal court in Brno, Moravia, of 
seven young Germans of Czechoslo- 
vakian nationality on a charge of con- 
spiracy against the republic. The ac- 
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cused were members of a German- 
Bohemian ‘“National-Socialist’” asso- 
ciation called Volkssport, and were 
charged with having organized a 
movement, identical with that of the 
Nazis in Germany, for the purpose of 
joining Austria in the “Third Reich” 
if the Nazis should come into power 
in Germany. 


HUNGARIAN FINANCIAL BREAK- 
DOWN 


The Hungarian Government an- 
nounced, after payment of the annuity 
on the international loan of 1924 au- 
thorized by the League of Nations, 
that the transfer moratorium of Dec. 
2, 1931, from which this particular 
loan was exempted, would be broad- 
ened to include it also. The League, 
in a public letter, declared that this 
decision had created a painful impres- 
sion, and in reply the Hungarian Gov- 
ernment expressed renewed apprecia- 
tion of the League’s good offices at 
a moment of peculiar stress, but as- 
serted that a shortage of foreign bills 
made discontinuance of interest pay- 
ments unavoidable. It was added that 
payments could, however, be resumed 
if the trustees of the loan would per- 
mit them to be made from the reserve 
fund originally established for amor- 
tization. 

Animated discussion was aroused 
late in August by Lord Rothermere’s 
revelation in London that several 
years ago the late Eugene Rakosi, 
poet and publicist, “offered” him the 
throne of Hungary. The Pester Lloyd 
and other journals took the matter 
lightly, remarking that in view of the 
enthusiasm which once prevailed in 
Hungary over Lord Rothemere’s 
warm-hearted espousal of the Hun- 
garian cause, it was not surprising 
that the romantic idea of offering him 
the kingship of the country should 
have occurred to certain persons of 
somewhat sentimental propensities, 
Legitimist papers, however, professed 
deep indignation, and the Nationalist 
organ, Magyarsdg, declared that the 
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country should be grateful that the 
names of the persons who had the 
effrontery to try to sell Hungary’s 
crown for British gold had at last 
become known. 

The Karolyi Government suffered a 
blow to its prestige when, on Aug. 28, 
Emil Purgly, Minister of Agriculture, 
was defeated in a by-election in Mezé- 
sat by Dr. Tibor Eckhardt, former 
Minister of Press Affairs and now 
leader of the small landowners’ oppo- 
sition party. The election is reported 
as having “proceeded peacefully un- 
der guard of gendarmes and soldiers 
armed with rifles and fixed bayonets, 
hand grenades and machine guns.” 


RUMANIA’S NEW CABINET 


The provisional National Peasant 
Cabinet of Dr. Alexander Vaida-Voe- 
vod, which had held office since the 
Rumanian general election of July 17, 
resigned on Aug. 10, and ex-Premier 
Maniu was again invited by King 
Carol to head a new Ministry. Plead- 
ing personal reasons, Dr. Maniu, how- 
ever, refused, and as a result Dr. 
Vaida-Voevod formed a government 
which included a number of National 
Peasant leaders who had been left out 
of the preceding Cabinet. 

Dr. Maniu’s actual motives in ab- 
staining from office were the subject 
of a good deal of speculation, especial- 
ly as he made it plain that he expected 
to continue the active leadership of the 
party which he resumed some months 
ago. A plausible explanation was that 
he looked forward to playing the réle 
of umpire between a Ministry which 
had his full endorsement and a mon- 
arch whose conception of royal pre- 
rogatives promised to clash with the 
constitutional doctrines of the govern- 
ing party. At all events, an arrange- 
ment under which the leadership of 
this party was vested in one person 
and the premiership in another, even 
though the two men were friends of 
forty years’ standing, seemed likely 
to be worth watching. 

As officially communicated to Par- 
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liament on Aug. 12, the program of 
the new government, though de- 
nounced by the Opposition as vague, 
contained a number of sound and ur- 
gently needed reforms. Prominent in 
it were the cessation of useless public 
expenditures, reduction of agricul- 
tural and direct taxation, improve- 
ment of railway transportation and 
of ports, increased administrative de- 
centralization, reorganization of the 
oil industry to facilitate domestic con- 
sumption, modification of the electoral 
law, restoration of the country’s fi- 
nances with the cooperation of the 
League of Nations, and the continua- 
tion of a peaceful foreign policy. 
The new government has requested 
of the League of Nations an expert 
report on the country’s finances like 
that prepared some time ago for Hun- 
gary, and on lines more or less similar 
to those followed in a critical exam- 
ination already made by Charles Rist 
for the French Government. At the 
beginning of September the League 
sent to Bucharest a group of experts 
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whose report was expected to be 
ready for submission to the next 
League Assembly. 


BULGARIAN AFFAIRS 


A provisional commercial agree- 
ment between Bulgaria and _ the 
United States was signed in Sofia on 
Aug. 18, providing for both reciprocal 
and unconditional most-favored-nation 
treatment. The agreement became op- 
erative on the day of signature, and, 
unless sooner terminated by mutual 
agreement, is to remain in effect 
pending the negotiation of a definitive 
treaty of commerce and navigation 
between the two countries. 

Bloody clashes between the Proto- 
gerov and Michailov factions of 
Macedonian revolutionaries have con- 
tinued to disturb the peace of Bul- 
garia. The most recent, occurring in 
a main street of Sofia on the night of 
Aug. 17, resulted in the wounding of 
ten persons and the arrest of four 
Protogerovists, including the leader, 
Glavintschev. 


Finland Under the New Liquor Law 


By RALPH THOMPSON 


nS six months have passed 
since Finland again became le- 
gally wet, so that it becomes possible 
to gain some idea of how the new 
liquor system is working. The most 
striking news from Helsinki in this 
regard is that bootleggers have not 
been ousted by the return of legal 
liquor sales; they are still patronized 
by portions of the public for the ex- 
cellent reason that their prices are 
lower than those of the State alcohol 
company, which enjoys a monopoly 
of the legal trade. Inasmuch as the 
law stipulates that the sale of alco- 
holic beverages “shall be so regulated 
that illegal commerce will be 
checked,” it is apparent that the of- 


ficial prices will have to come down, 
at least until the bootleggers are 
forced out of business. Kvosti Jaer- 
winen, Minister of Finance, has pub- 
licly admitted this necessity. There is 
the danger, however, that decreased 
prices will increase consumption—a 
result which conscientious persons 
would like to avoid. 

How profitable the regulated liquor 
trade of Finland will eventually be is 
not as yet known; estimates made 
during the first month’s operation of 
the State alcohol company foresaw 
an annual total market of 300,000,000 
finmarks ($7,500,000). It will be a 
task, in any case, to compete with the 
smugglers, who avoid the tariff levied 
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on foreign liquors and can thus sell 
very cheaply, but it is felt that the 
competition can be met by the gov- 
ernment. 


The dividends of the State alcohol 
company are fixed at 7 per cent on the 
capital of $500,000, and most of this 
will go to the Finnish Government, 
which owns a controlling interest in 
the business. Profits in excess of 7 
per cent, after a reasonable transfer 
has been made to reserves, are to be 
handed over to the State for distribu- 
tion as follows: 35 per cent for the 
promotion of temperance, the care of 
dipsomaniacs, the prevention of illicit 
trade in alcohol and the augmentation 
of the Old Age and Disablement In- 
surance Fund; 35 per cent for other 
State expenditures, and 30 per cent 
for division among communes in 
which alcoholic beverages are neither 
sold nor served, in proportion to their 
population. 


The abandonment of prohibition in 
Finland has not induced an orgy of 
drunkenness; most observers agree 
that there is less intemperance and 
disorder than formerly, although it 
has been pointed out that this may 
be partly due to the decreased pur- 
chasing power consequent upon the 
depression. During May, 1932, it was 
announced that arrests for intoxica- 
tion had fallen off 50 per cent. There 
still remain, however, some 20,000 of- 
fenders convicted under the recent pro- 
hibition law who—partly because of 
congestion in the prisons and eco- 
nomic difficulties — have not yet 
served their sentences or paid their 
fines. Reports from Helsinki on Sept. 
8 stated that a proposal of amnesty 
for these persons had been introduced 
into the Diet by the government on 
the grounds that money would be 
saved and the government would be 
relieved of an embarrassing and dif- 
ficult duty, and that, since the nation 
had shown that it no longer believed 
that drinking was a crime, those who 
had at one time been arrested for 
overindulgence should no longer be 
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considered guilty. Rum-runners and 
illicit distillers would not be included 
in the amnesty. 


FINLAND’S ECONOMIC 
CONDITION 


It is generally believed that during 
the past three years the monetary 
value of the world’s trade has been 
reduced by one-half, but certain 
northern nations have not suffered 
so great a loss. Finland, Sweden, Nor- 
way and Denmark, while consider- 
ably below 1929 levels, have borne up 
comparatively well. According to 
Unitas, a quarterly review of trade 
conditions in Finland, however, of 
these four nations only Finland and 
Norway have maintained during the 
first half of 1932 a favorable balance 
of trade, the figures for Finland re- 
vealing a notable excess of exports 
over imports in both monetary value 
and volume. The volume of Finnish 
imports has been falling steadily since 
1929 and is now less than one-half 
of what it was in that year. The vol- 
ume of exports, on the other hand, is 
larger than in 1929. 


The reduction in imports is mainly 
due to the reduced purchasing power 
of the country, but increased domes- 
tic production and higher duties have 
also contributed. Imports of food- 
stuffs and luxuries have decreased in 
quantity 50 per cent, raw materials 
and semi-finished products between 
20 and 25 per cent, machinery about 
75 per cent (in the case of motor 
cars and agricultural machinery, 85 
and 95 per cent, respectively), and 
manufactured goods, 60 per cent. In 
the case of such luxuries as pianos, 
the decrease has run as high as 98 
per cent. 


Exports from Finland have broad- 
ened less spectacularly than the im- 
ports have decreased, but the move- 
ment has none the less been of prime 
importance to a small debtor State 
such as Finland. Shipments abroad 
of sawn and round timber, which in 
the past have represented over two- 
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fifths of the value of the nation’s ex- 
ports, have been reduced in quantity 
over 30 per cent—mainly because of 
competition from Russia. Neverthe- 
less, paper and pulp exports have in- 
creased in quantity about 33 per cent, 
animal foodstuffs nearly 15 per cent, 
and plywood and matches by 13 and 
30 per cent, respectively. 


Business conditions within the 
country at the end of the half year 
were not unfavorable. The accumula- 
tion of capital in the banks had 
nearly ceased by the end of June, but 
interest rates were lowered by fi- 
nancial institutions. The value of in- 
dustrial output had risen during the 
second quarter from 77 to 83 (1926= 
100), despite the fall in prices; home 
trade had shown an increase in sales 
from 83 to 97 (1926=100), and pro- 
tested bills and bankruptcies had de- 
creased in number. The general com- 
modity price. index for the half year 
stood at 90, as compared to 84 in 1931, 
90 for 1930 and 100 for 1926. The 
number of unemployed at the end of 
June was 12,700, showing a continued 
decrease from the high of 21,000 reg- 
istered at the end of January, 1932. 
The corresponding figures for June, 
1930, and June, 1931, were 3,300 and 
6,300, respectively. These figures in- 
clude only those persons registered 
in communal labor exchanges and are 
symptomatic rather than complete. 


A recent report by the Finnish State 
Railways indicates that passenger 
traffic to the close of 1931 had fallen 
off about 17 per cent since 1928— 
largely among first and second class 
passengers. Receipts from first and 
second class had decreased over 35 
per cent. 

Emigration from Finland during 
1931 was the lowest ever recorded, 
according to a recently published re- 
port. Only 741 persons left the coun- 
try to establish residence elsewhere, 
as compared with nearly 4,000 in 1930 
and over 6,000 in 1929. Canada and 
the United States, especially the 
former, have heretofore attracted the 
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mass of Finnish emigrants; but of the 
small number who left their homeland 
in 1931 the majority went to Euro- 
pean countries, only 163 entering the 
United States and 83 going to Canada. 


LITHUANIAN AFFAIRS 


According to the Lithuanian Tele- 
graph Agency bulletin for September, 
Lithuanian industry is developing 
rapidly under the pressure of an in- 
creasing domestic demand for its prod- 
ucts, although it now employs only 
about 10 per cent of the population. 
New textile factories have been re- 
cently opened, the first large sugar 
refinery began operations about a year 
ago, and a cement factory is pro- 
jected. A large hydroelectric station 
on the Niemen River is to furnish 
power for these developments. 


The Lithuanian State is a partici- 
pant in many of the country’s enter- 
prises, having come to their aid after 
private capital had been wiped out as 
a result of the war and Germany’s 
post-war inflation. Railways, posts, 
telegraphs and telephones are State- 
controlled, while the government’s 
share in various private companies 
is large. In 1931 there were 121 joint 
stock companies in Lithuania, with a 
total capitalization of 134,000,000 litas 
($13,400,000). Of this sum the share 
of the State was over $10,000,000. 

The foreign debt of the Lithuanian 
State on Jan. 1, 1932, amounted to 
nearly $12,500,000. Of this sum the 
greater part is owed in the United 
States—$1,800,000 in the form of a 
loan raised in 1919 among Lithuanian- 
Americans and over $6,000,000 due 
to the American Government for 
goods bought from the American War 
Liquidation Commission. A loan of 
$6,000,000 was granted by the Swed- 
ish Match Trust in 1930 in return 
for the national match monopoly, but 
only two-thirds of this has been ad- 
vanced because of the difficulties that 
have arisen since the death of Ivar 
Kreuger. The Lithuanian domestic 
debt is less than $85,000. 





The Soviet Agrarian Breakdown 


By EDGAR §S. FURNISS 
Dean of the Graduate School, Yale University; Current History Associate 


HE final year of the Soviet Five- 

Year Program, now nearing its 
close, will be distinguished by changes 
of policy so far-reaching as to indi- 
cate a new line of future development 
for the Soviet economic system. The 
underlying cause is the agrarian situa- 
tion, which has taken on a new and 
startling aspect since 1930, when the 
triumphant sweep of the collectivist 
program seemed destined to place the 
Soviet Union in the forefront of agri- 
cultural nations. For many months 
Russia has been suffering from a 
severe food shortage which has kept 
the population of all the industrial 
districts upon short rations and in 
some centres has produced a real 
dearth. Meat and animal products are 
particularly scarce, the result of the 
“slaughter campaign” of two years 
ago when the peasants destroyed over 
a third of the nation’s supply of live 
stock to prevent its forcible seizure 
by the Communist authorities. 

Some months ago, when the Soviet 
Government became aware that dras- 
tic action was necessary to prevent a 
crisis, a special commission of the 
Communist party was appointed un- 
der Stalin’s chairmanship to survey 
the problem and devise remedies. The 
commission was confronted with the 
necessity either of employing coercive 
measures in the hope of compelling 
the peasants to produce and turn over 
to the government agencies increasing 
supplies of foodstuffs or of devising 
some sort of appeal to the self-inter- 
est of the vast agrarian population. 
Convinced by recent painful experi- 
ence that coercion is a dangerous two- 
edged weapon, the commission recom- 
mended the second of these two 
courses, proposing that such changes 


be made in the market policy of the 
government as would give scope to 
the profit-seeking motives of the food 
producers. 

The program of forced socialization 
epitomized in the Five-Year Plan was 
based upon a policy of strict control, 
not only of productive enterprise in 
industry and agriculture, but also of 
the entire marketing structure of the 
country. Monopoly of the market was 
in many ways an essential element of 
the program. It enabled the govern- 
ment to crush out the private enter- 
prises called into existence by Lenin’s 
New Economic Policy; it underlay the 
policy of price fixing essential to a 
planned economy; it was the medium 
through which the nation’s rulers 
could bring economic compulsion to 
bear upon the mass of common peo- 
ple. But the policy threw upon the of- 
ficial Commissariat of Supplies and 
the politically controlled cooperatives 
the task of providing for the daily 
needs of an urban population which 
was increasing at the rate of 5,000,000 
a year; and this mechanism was in 
imminent danger of collapse princi- 
pally because of its failure to win the 
cooperation of the peasants upon 
whose willingness to provide a sur- 
plus of food stuffs at arbitrary prices 
the whole policy rested. 

Apparently the original intention 
of the commission in proposing a re- 
laxation of the market monopoly was 
not a complete and final surrender of 
this basic policy but a compromise 
which would be both partial and tem- 
porary. In reality, however, one con- 
cession has led to another until the 
cumulative effect of the series of op- 
portunistic compromises has been lit- 
tle short of revolutionary. 
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The first tentative beginnings of 
the new policy were embodied in the 
decrees of May 6 and 10. Under them 
business relations between the peas- 
ants and the government were placed 
on a new basis. The amount of grain 
required to be turned over to the gov- 
ernment agencies during the present 
year was sharply reduced, and the 
amount of meat was cut in half. An 
open market was established for meat 
and grain in excess of these requisi- 
tions, so that the peasants were at 
liberty to sell at competitive prices 
to any buyer other than a speculator. 
Later decrees widened the range of 
the open market to include vegetables, 
fruit, butter, eggs, milk—in fact, all 
forms of farm produce. These meas- 
ures having failed to provide an im- 
mediate supply of food for the cities, 
they were reinforced by other decrees 
designed to tempt the peasant to take 
advantage of his new opportunities 
for profit. 

The newly established market was 
made tax exempt except for certain 
small charges necessary for the up- 
keep of the market places, and the 
profits from the trade were declared 
exempt from the income tax. The rule 
that only surpluses remaining after 
a full discharge of the government 
requisition might be marketed was 
nullified by later orders to local of- 
ficials urging that the new system 
be put into effect without delay and 
without supervision of the supplies 
brought to market by the peasants. 
The original intent that middlemen 
and speculators should be excluded 
from the market was also soon ig- 
nored in practice when it became evi- 
dent that the activities of the Soviet 
police were frightening the peasants. 
Finally, since trade must be two-sided 
if it is to survive, the government has 
been obliged to take the drastic step 
of extending the freedom of the mar- 
ket to the artisans of the cities whose 
products in the form of household 
commodities are in great demand in 
the rural districts. 


Under the New Economic Policy, 
which preceded the Five-Year Plan, it 
was estimated that half of the coun- 
try’s supply of manufactures in ordi- 
nary use was drawn from the work- 
shops of independent artisans. These 
activities have been virtually de- 
stroyed during the past four years by 
government regulation of the supplies 
of raw materials to artisan industry 
and by the government monopoly of 
the market in which the finished 
product was sold. Now this whole poli- 
cy of crushing out the individual pro- 
ducer of industrial wares has been 
abandoned in the hope of stimulating 
activity in the new food markets. The 
artisans are freed from restrictions 
with regard to raw materials and are 
given the same privileges as are en- 
joyed by the peasants in selling their 
products at competitive prices. 

It will be seen at once that, unless 
these new policies are merely tempo- 
rary, Soviet Russia will have turned 
the course of her economic develop- 
ment into a channel which leads away 
from her former objective of thor- 
oughgoing socialization. Moreover, all 
present indications point to an indefi- 
nite continuance of the liberal mar- 
ket policy and, indeed, to its extension 
into other areas of the nation’s eco- 
nomic life. The agrarian problem 
which gave rise to it has not dimin- 
ished but increased in severity as the 
months have passed. Grain collections 
in July amounted to only 45 per cent 
of the program, and the returns of 
the August harvest upon which the 
Soviet authorities have been basing 
their hopes of prompt improvement 
of food conditions have been disheart- 
ening. In recent news releases the 
government admits its failure to per- 
suade the peasants in certain impor- 
tant food producing areas to harvest 
more of their standing grain than 
they require for their own immediate 
needs. 

Even the State farms, which were 
designed as models of efficiency, have 
fallen far behind their schedules. 
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There is an exodus from the collec- 
tives which threatens to disrupt this 
pivotal unit of Communist agrarian 
organization. Food prices in the open 
market are rising steadily, while in 
the government shops supplies are in- 
sufficient to maintain the official fam- 
ily ration. Even the foreign experts 
in government employ, a group which 
has been protected hitherto from the 
hardships of life in Russia, are now 
called upon to share in the general 
privation. A recent decree in Moscow 
cuts in half the food ration allotted 
to this privileged class. 

Evidence of the critical situation 
that the country has been experien- 
cing is apparent in an epidemic of 
petty thievery, especially of farm pro- 
duce on the way to market. Official 
figures show that 40,000 freight ship- 
ments were looted in transit during 
the first quarter of the year, involving 
a loss of over 1,500,000 tons of mer- 
chandise, principally foodstuffs. On 
Aug. 8 the government took drastic 
action by decreeing the death penalty 
for theft in a final effort to halt these 
depredations. The decree is being ruth- 
lessly enforced, and already several 
people, including women, have been 
sentenced to the firing squad for this 
offense. 

The severity of the food crisis has 
deflected attention from the progress 
of the industrialization program, ex- 
cept when the official press has re- 
ferred to the decline in industrial pro- 
duction as one consequence of the 
agrarian situation. But the figures 
published by the government unmis- 
takably indicate that the industrial 
program in its final year will fall far 
short of success. Steel production has 
fallen 33 per cent since April; coal is 
down 12 per cent and freight car 
loadings 20 per cent. Industries al- 
ready equipped and organized as go- 
ing concerns are finding it impossible 
to maintain steady production because 
of the rapid decline in labor efficiency. 
The progress of new construction 
scheduled by the program is halted by 
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the dwindling of Russia’s export trade 
in which agrarian products had been 
expected to hold a prominent place, 
because the decline of exports has un- 
dermined Russia’s power to import 
industrial equipment and to hire for- 
eign technical assistants. 

In the year ending Jan. 1, 1932, 
Soviet exports amounted to only 
$400,000,000, though scheduled to 
reach several times that figure, and 
the government was obliged during 
the first quarter of the present year 
to cancel many of its purchase con- 
tracts and many of its agreements 
with foreign experts. Exports for 
1932 were scheduled by the program 
to total $1,000,000,000, but at the 
present level of activity they will not 
exceed a third of that amount. Scar- 
city of goods for export is not the 
only cause of this condition; another 
and equally important cause is the 
world-wide price recession which has 
reduced the money value of the goods 
sold. 

Russia is involved in a peculiarly 
vicious circle with respect to the for- 
eign trade situation. A decline of her 
export power, for whatever reason, 
tends to reduce the surplus. of goods 
within the country and hence still 
further to undermine her export pow- 
er. This comes about through retard- 
ing her industrial development which 
is conditioned upon a flow of supplies 
from abroad. As factory output falls 
behind schedule, the stimulus to 
agrarian production is reduced by the 
scarcity of manufactures for ex- 
change between farm and city; the 
export surplus of both types of wares 
shrinks; and the rate of industrial 
progress is still further retarded not 
only by an increase of the causes 
arising from the foreign trade situa- 
tion but also because of the injurious 
effect of food shortage on labor ef- 
ficiency. A striking example of this 
is furnished by the coal mines of the 
Donetz Basin, where upward of 20,- 
000 men are reported to have left 
their jobs during the past two months. 





THE SOVIET UNION 


In the closing stages of their pro- 
gram, therefore, the Communist rulers 
of Soviet Russia find themselves at 
grips with a problem whose solution 
appears to involve a fundamental 
change of plan. One method of avoid- 
ing this outcome would be to procure 
financial assistance from abroad so 
that the flow of supplies to Russia 
might be continued despite the shrink- 
age of her own export power. Early 
in August the Soviet authorities ex- 
plored this possibility by suggesting 
the sale of an unlimited issue of Rus- 
sian 10 per cent gold bonds, princi- 
pally in the American market—the 
bonds to ke redeemable in the curren- 
cies of the countries in which they 
were held. The proposal created some 
interest in American banking circles 
as a device for stimulating our export 
trade and as an influence working 
toward an early recognition of the 
Soviet régime by the United States. 
But practical difficulties immediately 
arose, and the instant opposition of 


the State Department added another 
obstacle which has prevented the plan 
from being carried into effect. A simi- 
lar plan has already been unsuccess- 
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fully tried in the London market, 
where Soviet bonds of a similar char- 
acter have been on sale since last De- 
cember without evoking a demand 
from the British investor. 

A survey of the existing posture of 
affairs in Russia, therefore, leads to 
the conclusion that the Five-Year 
Program has failed both in terms of 
its announced statistical objectives 
and, more fundamentally, in terms of 
certain of its underlying social prin- 
ciples. Such a conclusion, however, re- 
quires important qualifications. There 
has been no failure in the political 
sense; the present emergency has not 
shaken the stability of the govern- 
ment or the control of the Communist 
dictatorship. In this sense the readi- 
ness with which a new line of policy 
has been adopted, and the frankness 
with which the country’s rulers have 
announced the miscarriage of their 
plans are signs of strength rather 
than of weakness. Stalin and his 
group will undoubtedly work out a 
solution which, while producing some- 
thing quite different from their orig- 
inal program, will preserve social con- 
trol and planned economy. 


The Reform of Turkish Education 


By ALBERT H. LYBYER 
Professor of History, University of Illinois; Current History Associate 


GENERAL reorganization of the 
Turkish system of higher edu- 
cation which will eliminate antiquated 
traditions and support directly and 
whole-heartedly Turkish post-revolu- 
tionary nationalism is being contem- 
plated as a result of a report by Pro- 
fessor Malche. In the first place, the 
Arabic name “Dar ul-Funun” (Home 
of the Sciences) is to be abandoned 
because of its association with Moslem 
theological education and because of 
its suggestion in the minds of many 
of particular branches of learning 


which fail to include most of the im- 
portant Western sciences. Instead, the 
name “Turkish University” will be 
used. As a matter of fact, three uni- 
versities are contemplated, one to re- 
place the present institution in Istan- 
bul, one in Ankara and a third in Van 
or Diyarbekir. A new chair, to be 
known as the “Ghazi Chair,” will be 
established in Turkish history and the 
history of Turkish literature. In the 
faculty of law, practical rather than 
theoretical courses will be empha- 
sized. In the faculty of science, mod- 





120 


ern laboratory facilities will be in- 
stalled. All teachers will be required 
to know French. In secondary schools 
the rule has been established that all 
pupils must have a reading knowledge 
of English, French or German. 

The present university has been 
severely criticized for its apparent 
lack of interest in the Turkish revo- 
lution. The professors were held at 
fault for the insignificant showing 
they made at the history congress 
in Ankara in July and particularly 
for their lack of cooperation with the 
Society for Turkish Historical Re- 
search in the preparation of the new 
four-volume history textbook. 

The Society for Turkish Historical 
Research consists of members of Par- 
liament, officers and a teacher, Affet 
Hanim, who is one of the adopted 
daughters of President Mustapha 
Kemal. A year ago the society pub- 
lished a well-made and richly illus- 
trated history of the world in four 
volumes. The book was made a com- 
pulsory study in all higher schools. 

A decree was published on Aug. 20 
which prohibited all imports except 
quota goods after Sept. 1. Beginning 
on Oct. 2, exporters will be permitted 
to import, apart from the quota, goods 
up to the value of 50 per cent of their 
exports from Turkey, as certified by 
special commissions established at 
the principal Turkish ports. New 
quotas were announced, to be effec- 
tive from Oct. 1 to Feb. 15, including 
many articles which come from the 
United States such as automobiles, 
trucks, tires, spare parts, agricul- 
tural implements, petroleum products, 
pumps, electric batteries and photo- 
graphic films, Negotiations are now in 
progress for a general commercial 
treaty between Turkey and the United 
States. 

According to British information 
the quota system appears to have re- 
duced imports during the year ended 
June 1, 1932, from $73,500,000 to 
$63,000,000, while exports diminished 
from $75,500,000 to $63,500,000. It is 
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therefore not clear whether the imme- 
diate object of altering the balance 
of trade has been effected by this sys- 
tem. The quotas, furthermore, are said 
to have dislocated trade, injured both 
exporters to Turkey and Turkish im- 
porters, and caused loss of revenue 
to the government. 

The value of Turkish manufactures 
is estimated to have increased from 
$20,000,000 in 1928, to $50,000,000 in 
1931. Coal mining has made progress, 
but the production of other minerals 
has declined. Turkey contains about 
10,000 miles of roads and nearly as 
many miles of trails, but few of the 
roads are in good condition. The gov- 
ernment plans to spend $1,000,000 a 
year for the next twelve years in es- 
tablishing good roads between the 
most important cities. Repairs are 
being made to the road from Trebi- 
zond to Erzerum in the hope of re- 
viving the overland trade with Persia, 
which before the war was 40,000 tons 
a year and in 1930 was estimated at 
only 1,380 tons, 


ANGLO-EGYPTIAN RELATIONS 


When the Egyptian Parliament 
was disbanding early in July, Premier 
Sidky made a statement regarding 
rumors of the resumption of negotia- 
tions for a treaty with the British 
Government. He said that no applica- 
tion in the ordinary sense had been 
made by the Egyptian Government to 
the British Government for reopening 
negotiations; Great Britain knows the 
opinion of the Egyptian Government 
and Egypt is prepared to negotiate 
when the proper time arrives; the 
Egyptian Government does not lose 
sight of Egypt’s interest in Britain’s 
friendship. It appears that the Egyp- 
tian Government inquired of the 
British Government whether the ques- 
tion of the capitulations might not 
be settled without waiting for the new 
Anglo-Egyptian treaty. The reply 
seems to have been that it would be 
better for Egypt to have this matter 
settled in the formal treaty, because 
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in this way haggling with a large 
number of countries might be avoided. 

At the beginning of August M. Vor- 
biev, director of the Russian trade 
bureau in Alexandria, was notified 
that he must close his office and leave 
the country within three weeks. Early 
in 1931 he had been given special 
favors in the expectation that Rus- 
sia would purchase large quantities 
of cotton in Egypt. These purchases 
have not materialized, and he is fur- 
ther suspected of having engaged in 
Communist propaganda. 


ECONOMIC GAINS IN PALESTINE 


Jewish representatives insist that 
Palestine is actually making economic 
progress while the rest of the world 
suffers acutely from the depression. 
The country has very little unemploy- 
ment. It continues to receive money 
from abroad for investment, which 
finds. many openings. Many small in- 
dustries have been begun. Agricul- 
tural life has made great progress. 
High Commissioner General Wau- 
chope announced to the annual meet- 
ing of the Jerusalem Chamber of Com- 
merce, which is binational, that dur- 
ing the last two years imports into 
Palestine have fallen only by about 
17 per cent while world imports have 
fallen 40 per cent. Palestine has ac- 
tually increased its exports since 
1929; the other countries of the near 
East have fallen 20 per cent or more, 
while the world average has fallen 
45 per cent. 

Palestine now has about 40,000 
acres of orange groves and exports 
about 3,500,000 boxes per year. This 
gives employment to 10,000 people. 
The demand has exceeded the supply, 
so that the profits have been large. 
In ten years the production of milk 
in Jewish colonies has increased ten- 
fold. Almost every variety of veg- 
etable is grown successfully. New po- 
tatoes and tomatoes have been 
shipped experimentally to England 
and France. Three years ago Palestine 
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imported 20,000,000 eggs, but now 
needs to import only 7,000,000. It is 
expected that within a few years 10,- 
000,000 boxes of Jaffa oranges will be 
produced each year. The question of 
marketing oranges was a principal 
concern of Palestine at the time of the 
British Imperial Economic Confer- 
ence at Ottawa. As a mandated ter- 
ritory, Palestine may or may not be 
within the British Empire. If consid- 
ered within, it may be accorded im- 
perial preference and thus enjoy cer- 
tain tariff advantages. The question 
is unsettled because under the terms 
of the mandate Palestine may not dis- 
criminate against members of the 
League of Nations. 


OIL SCANDAL IN IRAQ 


Musahim Bajaji, formerly Iraqi 
Minister of the Interior, and other 
high Iraqi officials, were brought to 
trial in June for political offenses. 
They had been arrested early in the 
year, when the authorities were in- 
vestigating threatening letters sent 
to officials and finally even to King 
Feisal. Press reports show that the 
accused persons, assisted by Russian 
agents, had plotted to overthrow the 
King and declare a republic, with the 
object of preventing the enforcement 
of the treaty with Great Britain and 
of hindering the building of the pipe 
line to the Mediterranean. In support 
of this accusation, it was pointed out 
that the pipe line will bring the oil 
of Iraq, which can be produced easily, 
to the amount of 1,000,000 tons per 
year, into active competition with 
Russian oil. Russian petroleum prod- 
ucts compete successfully in all 
Northern Persia with those of the 
Anglo-Persian Oil Company, which 
are produced within the country it- 
self. The railway between Haifa, Bag- 
dad and Mosul, which is now about to 
be begun and which may be extended 
to Teheran presents the possibility of 
direct and injurious competition with 
the growing trade of Russia in North- 
ern Persia and adjacent areas. 





Increasing Disorder in China 


By TYLER DENNETT 


Professor of International Relations, Princeton University; 
Current History Associate 


N a summary of conditions in China 

for the past year, Hallett Abend on 
July 25 declared that “the country is 
today worse off in almost every par- 
ticular than it was in July of last 
year.” Canton has established an inde- 
pendent government. The Yangtse 
floods drove 25,000,000 farmers from 
their lands and caused billions of dam- 
age. More than 4,000,000 peasants 
have not yet been able to return to 
their homes. Cholera has been epidem- 
ic over an area as large as all Europe. 
The anti-Communist campaign has 
been futile. Chinese national revenues 
net only $12,000,000 (Chinese money) 
each month for the anti-red war, but 
the war lords demand $18,000,000 as 
an irreducible minimum to keep their 
armies in the field. Custom revenues 
are not sufficient to cover interest 
and amortization on loans secured by 
customs receipts. Some of the richest 
provinces are no longer able to meet 
their own expenses and demand help 
from Nanking. There is increasing 
probability that the opium traffic will 
be legalized as a source of revenue 
which is now drawn off by generals. 
The Kuomintang party is rapidly los- 
ing power. “The last twelve months,” 
Mr. Abend concludes, ‘have witnessed 
the continuation of the government’s 
revolving in what seems like a per- 
manent cycle of political ineptitude, 
and authority everywhere is danger- 
ously near a final breakdown.” 

During the past month the situation 
in China has been one of increasing 
tension and fear as to the next Jap- 
anese move. In Shanghai, to which 
the entire Japanese Third Squadron 
was ordered at the end of August, 
there is constant fear of a new clash 


with Japan. One potential cause of 
trouble is the refusal of Japanese au- 
thorities to transfer to the Municipal 
Council the responsibility for policing 
the extra-Settlement roads in the 
North Szechuan Road and the Hong- 
kew areas. The administration of these 
environs of the International Settle- 
ment, which has overflowed its bound- 
aries, has been a sore point between 
Chinese and foreigners. The Japanese 
have declined to acquiesce in a tenta- 
tive agreement reached by the Muni- 
cipal Council and the Chinese authori- 
ties, by which these areas, in which 
the Japanese interests are extensive, 
would be policed by Chinese. 

A bomb hurled at a clock-shop in 
the city on Sept. 2 brought two truck- 
loads of Japanese marines to the 
Bund, where they rushed by a traffic 
signal and ran down a coolie. They 
were promptly arrested by a Sikh po- 
liceman and taken to the police sta- 
tion. A mob of 700 Chinese collected 
and became threatening. The Chinese 
Railway Ministry began removing its 
archives to Nanking. The next day 
Commander Heguchi of the marines 
visited the chairman of the Municipal 
Council and lodged a protest. Chapei, 
where the fiercest fighting occurred 
last Winter, is again being evacuated 
by the Chinese. 

The national government named 
Sept. 18 as a day of national mourn- 
ing to commemorate the outbreak of 
the Manchurian clash a year ago. A 
Japanese legation spokesman an- 
nounced that he possessed indisput- 
able evidence that the Chinese Gov- 
ernment has ordered intensification of 
the nation-wide boycott, and has also 
ordered the Chinese newspapers not 
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to print notices of the boycott activi- 
ties. The boycott has never been more 
serious than at present. “Of course, if 
they continue this time,” said the 
Japanese spokesman, “further trou- 
ble here is inevitable.” 

In North China the tension is even 
more acute than in Shanghai. Japan is 
threatening the entire northwestern 
border. The military operations in 
Jehol are quiescent, but in Peiping 
and Tientsin the Japanese military are 
much in evidence and, apparently, 
restless. On the night of Aug. 28 
Mukden was thrown into great con- 
fusion by a series of daring raids by 
Chinese irregulars working on care- 
fully coordinated plans. The chief at- 
tacks were on the arsenal and the air- 
port. The attack was repulsed with 
little loss of life but with great prop- 
erty damage to the Japanese, while 
many Chinese were killed. Further 
outbreaks are expected. 

The railway lines are particularly 
vulnerable and objects of daily raids 
by scattered bands of Chinese who are 
believed to be supplied, if not directed, 
from Peiping. The Manchukuo For- 
eign Minister warned Marshal Chang 
Hsiao-liang in Peiping that such ac- 
tivities might result in punitive expe- 
ditions into North China. It is alleged 
that munitions for the irregulars are 
reaching Manchuria through Jehol. 
Thus Japan is supplied with a pretext, 
or reason for carrying out the project 
to subjugate Inner Mongolia and 
sweep it into Manchukuo. But why 
stop there? Peiping and Tientsin are 
the centres in which threats to Japan 
are devised and directed. The constant 
irregular warfare, therefore, has the 
effect of keeping not only Manchuria 
and Jehol, but also North China, in a 
state of perpetual excitement. 

The Chinese Foreign Office finds 
comfort in the smug thought that the 
Chinese are ranged among the right- 
eous nations of the earth in support of 
the movement for world peace. Lo 
Wen-kan, the Foreign Minister of the 
Nanking Government, in reply to 
Count Uchida’s address to the Japa- 


nese Diet (see the article “America’s 
Far Eastern Diplomacy,” on page 15 
of this magazine) made a speech on 
Aug. 31 at the weekly memorial service 
for Dr. Sun Yat-sen, which reveals the 
state of mind at Nanking. “Japan has 
at last thrown down the gauntlet 
against the consciences of the whole 
world.” The Foreign Minister seems to 
find comfort in the fact that “Japan 
has now defied the whole world—the 
League of Nations, the anti-war pact, 
the Nine-Power Treaty and the other 
international commitments, and finally 
the public opinion of mankind.” He 
appears indifferent to the fact that 
China has for more than ten years fol- 
lowed a provocative policy. 

There is a serious defect in the in- 
ternational peace machinery when a 
nation can speak peace and provoke 
war in the same breath, and then sit 
back and wait for the community of 
States to rescue it from a fate which 
it has so clearly invited. The Japanese 
record may be as bad as Lo Wen-kan 
thinks it is, but the Chinese record is 
by no means such as to merit the bene- 
diction which goes to the peace-makers. 
One of the sad aspects of the present 
effort to vindicate the peace machin- 
ery is that it is misunderstood by the 
Chinese as a vindication of their own 
government. 

The Lytton Commission report and 
recommendations were signed in the 
German Hospital at Peiping on Sept. 
4 and dispatched by air to Geneva. 
The Earl of Lytton had been a patient 
in the hospital since his return from 
Japan in July. Although it had been 
previously reported that the commis- 
sion would return to Europe by way 
of Russia, Lord Lytton, General 
Frank R. McCoy and Count Luigi Al- 
drovandi-Marescotti sailed on an Ital- 
ian steamer from Shanghai for Eu- 
rope by way of Suez. With them went 
Dr. Wellington Koo, who, together 
with W. W. Yen and Dr. Quo Fai-chi, 
were to represent China at the Assem- 
bly of the League of Nations. Thus 
the Far Eastern front is being re- 
formed at Geneva, where the battle 
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over procedure in the handling of the 
Lytton report is likely to continue for 
many weeks. 


Ambassador Debuchi has sailed for 
Japan, ostensibly on leave, but pre- 
sumably not to return to Washington. 
To him was assigned an impossible 
task; he could not bring either the 
American Government or people to 
the Japanese point of view. In the last 
year the United States has been flood- 
ed with expensive Japanese propagan- 
da, but all to little purpose. The Jap- 
anese Foreign Office has transferred 
from London to Washington Hirosho 
Saito to act as Chargé d’Affaires. To 
leave Washington at this critical mo- 
ment without a Japanese Ambassador 
of the highest rank might be inter- 
preted as another expression of Jap- 
anese resentment at the American 
policy. It was rumored in Tokyo, how- 
ever, that Japan plans soon to appoint 
to Washington Matsuzo Nagai, former 
Vice Minister of Foreign Affairs. It 
was also announced, and then denied, 
that Vice Admiral Nomura would 
come to the United States on one of 
those “missions of good will’? which 
have been so much utilized in the last 
few years. At present the pathetic Dr. 
Nitobe, vainly pleading a defense of 
policies which all his life he has op- 
posed, is the outstanding unofficial 
defender in America of Japanese im- 
perialism, and it is rumored that even 
he has lost favor in Japan. 

Nothing has yet developed to indi- 
cate that the Soviet Government is 
going to be an important immediate 
factor on the side of the League and 
the American Government in bringing 
Japan to terms. During the month 
after the signing of the Soviet-Japa- 
nese fisheries convention relations be- 
tween the two States appear to have 
been eased considerably. Moscow finds 
the Japanese operations in North 
Manchuria a potential menace, but 
evidently is not preparing for decisive 
action at the present time. The Soviet 
Union desires recognition by and an 
understanding with the United States, 
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but has been repulsed so often that it 
is not likely to make a new advance 
just now. In fact Soviet Russia, be- 
cause of the Stimson policy toward 
Japan, is in a more favorable position 
for making terms with the American 
Government than it has been so far, 
To carry out the American policy of 
not recognizing Manchukuo it would 
be greatly to the advantage of the 
United States to have the support of 
Russia. Knowing this, Moscow per- 
haps feels that it can advantageously 
wait for the American Government 
to make some high sign of greeting. 


The special session of the Japanese 
Diet, which convened on Aug. 25 to 
pass emergency relief measures, ad- 
journed on Sept. 4. The government 
proposed a program calling for nearly 
$60,000,000, of which about $40,000,000 
would be borne by the central govern- 
ment. This program was below the ex- 
pectations of many, and was disap- 
pointing. The Seiyukai opposed the 
government, but the House of Peers 
came to the support of the Cabinet, 
thus avoiding what threatened to be a 
major political crisis. The Diet failed 
to create a moratorium for farm debts, 
which reach a total of 5,000,000,000 
yen. Thus the agricultural distress of 
Japan remains a factor to conjure 
with. No inflationary measure was 
passed by the Diet. The commodity 
prices are rising in consequence of the 
fall of the exchange value of the yen, 
normally worth 49.85 cents but now 
down to nearly 23 cents. 


The Indian Government has recently 
placed a 3114 to 50 per cent ad va- 
lorem duty on non-British piece-goods 
which is designed to prevent the 
dumping of Japanese cottons on the 
Indian market. A movement in Tokyo 
to boycott Shell gasoline, on the 
ground that, with the fall of the Brit- 
ish exchange, it should sell for less 
than American gasoline, has made 
little headway, but is an interesting 
gesture, indicating that the Japanese 
have no serious objection to the boy- 
cott as such. 
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Continued from Page 19 


‘Are you prepared to negotiate on 
the basis of this report?’ ” 

The American policy by itself is 
negative and probably not pacific in 
its effect on the Far East. What it may 
become in combination with some 
remedy proposed by the Lytton com- 
mission or subsequently at Geneva 
remains to be seen. Manchuria must 
have a government. The choice is 
simple. It may be (1) the existing 
Manchukuo régime, which is so ob- 
viously a Japanese puppet and which 
the United States will not recognize; 
(2) a re-established Chinese régime, 
which no power or group of powers 
is ready or able to create; or (3) an 
international government which Ja- 
pan will not accept, unless she is 
coerced by military or economic de- 
feat. If the non-recognition policy 
could be sustained, with all its im- 
plications, by fifty States for a period 
of years, it might not help the Chi- 
nese at all, but it almost inevitably 
would ruin Japan. 

The ruin of Japan—her economic 
ruin—would carry in its train more 
losses to British, French and Ameri- 
can capital than people are usually 
content to lose for an ideal so lacking 
in positive advantages. In a quick 
collapse of Japan the policy might 
win a first victory, but such a collapse 
seems at present improbable. The 
Saito Cabinet is not very secure; the 
yen is more than 50 per cent below 
par; there is great suffering in the 
agricultural districts. Japan’s foreign 
trade is not likely to improve under 
the new Chinese boycott. Her normal 
trade with Canton alone is said to be 
greater than with all Manchuria. But 
Japan is a long way from collapse, 
and apparently still further from a 
popular revolution which would rob 
the military of its power and prestige. 

For a third of a century the Amer- 
ican people have been led to believe 
that prospectively at least they have 


vital interests in Manchuria. The al- 
leged vital interests in that region 
turn out to be the foreign trade which 
it is hoped some day to enjoy, but 
which has never yet become vital to 
the United States. A second glance 
shows that in this region the alterna- 
tives are less likely to be an open door 
or a door closed by Japan than a door 
closed by Japan or a door closed by 
China. Nothing in the recent history 
of Chinese policy warrants the as- 
sumption that if Manchuria is re- 
stored to China the latter will ever 
keep the door for trade open one 
moment beyond the day when it seems 
to China’s advantage to close it. China 
is not only anti-Japanese, but also 
anti-foreign. 


American policy in the Far East has 
been a series of fits and starts, fol- 
lowed by retreats. The fits and starts 
have been dramatic and popular; the 
retreats have been very quiet and lit- 
tle understood. This newest start, 
joined as it is with the doctrine that 
implies the right, and even the duty, 
of intervention, diplomatic or other- 
wise, is more startling than any pre- 
vious declaration. But will it be any 
less fitful? 


The text of the Japanese-Manchu- 
kuo treaty is not available as this is 
written, but when it is, it should be 
compared with the treaties of 1904 
and 1905 between Japan and Korea. 
Within a few months they were fol- 
lowed by the withdrawal of the 
American Minister from Seoul and the 
recognition by the United States of 
the Japanese protectorate. The treaty 
of Aug. 19, 1904, contained a stipula- 
tion that the Korean Government 
“shall consult the Japanese Govern- 
ment before concluding treaties and 
conventions with foreign powers and 
also in dealing with other important 
diplomatic affairs, such as grants or 
concessions to or contracts with for- 
eigners.” Thus passed the Open Door 
in Korea, Elihu Root, successor to 
John Hay, writing the American note 
of acquiescence. 





Uchida’s Speech on Japan’s Policy 


The following is the text of the address 
on Japan’s Manchurian policy delivered 
by Count Yasuya Uchida, the Japanese 
Foreign Minister, to the House of Peers 
at the opening of the special session of 
a eer Diet in Tokyo on Aug. 25, 
1932: 


T the June session of the Diet my 
predecessor took occasion to re- 
port upon and discuss the outstanding 
foreign relations of this country. Today, 
in view of the importance of the develop- 
ments in Manchuria that have taken 
place since then, I desire to review the 
questions regarding Manchuria and 
China proper and to describe in some 
detail the policy of the Japanese Gov- 
ernment. 

We are all gratified to note that Man- 
chukuo has entered upon a career of 
sturdy and healthy progress. The Japa- 
nese Government are convinced that 
recognition of this new State is the only 
means of stabilizing conditions in Man- 
churia and of establishing conditions of 
permanent peace in the Far East. And 
it is with a view to the early extension 
of formal recognition of Manchukuo that 
we are making various arrangements, 
upon the expected completion of which 
in the near future our plan will be car- 
ried through. 

However, there are those in other coun- 
tries who do not fully comprehend the 
attitude of Japan toward China nor the 
measures she has taken since the inci- 
dent of Sept. 18 last year [the seizure of 
Mukden, Manchuria, by the Japanese fol- 
lowing the tearing up of a section of rail- 
way allegedly by Chinese soldiers], and 
who, in default of a correct conception 
of the advent of Manchukuo, look upon 
any recognition of Manchukuo by Japan 
as an illegitimate procedure. 

In view of such misunderstanding as 
still persists, I avail myself of this op- 
portunity to clarify Japan’s position and 
to expound to you the reasons why the 
government considers recognition of 
Manchukuo to be the only means of 
solving the Manchurian problem, al- 
though, in doing so, I may have to re- 
peat what has already been set forth in 
successive declarations and statements 
issued in the past by the Japanese Gov- 
ernment. 

It is an indisputable fact that the cha- 
otic condition of China and the so-called 
revolutionary policy carried on by China 
under the enthralling influence of ex- 
travagant political dogma have been 
principally responsible for the unfor- 
tunate turn that international relations 
have taken of recent years in the Far 
East. 

Although Japan has been the chief vic- 
tim of the abnormal state of affairs in 
China, other countries have also suf- 
fered intolerable indignities and incalcu- 


lable material loss. At the same time, it 
is admitted by those conversant with 
actual conditions in China that no rem- 
edy can be effected by having recourse 
either to the covenant of the "Lecnee of 
Nations or to any other organ of what 
may be termed “machinery of peace,” 
In fact, it has been the practice of the 
powers, as has been demonstrated on in- 
numerable occasions, to repair or pre- 
vent injuries to their important rights 
and interests in China by direct applica- 
tion of force without relying upon those 
instruments of peace. 

For over twenty years Japan continued 
to exercise the greatest patience and mod- 
eration in the hope that some day China 
might soberly undertake the task of re- 
habilitating her fortunes and playing her 
proper role in the maintenance of peace 
in the Far East. China failed, however, 
to show any sincere desire to reciprocate 
our good-will and kindly sentiments, but 
increased more than ever in her arrogance 
and intolerance. 

Our government took pains time and 
again to point out to China the danger 
she was running in trying too far the pa- 
tience of the Japanese people. But China 
did not heed our warnings. 

The incident of Sept. 18 occurred in 
Manchuria, the very region regarded as 
the first bulwark of Japan, at the precise 
moment when the feeling of our people 
had been wrought up to the highest pitch 
by repeated provocations. We had no al- 
ternative other than to resort to a meas- 
ure of self-defense. : 

There are those who argue as though 
the action of Japan were a violation of 
the Kellogg-Briand anti-war pact. But 
such contention has no foundation in fact. 
As I have stated, Japan has been forced 
to adopt necessary measures for the pre- 
vention of wanton attacks upon important 
rights and interests vital to her national 
existence. 

The anti-war pact does not put restraint 
upon the exercise of the right of self- 
defense in such a case. The pact does not 
prohibit a signatory power from taking 
at its own discretion whatever steps it 
finds imperative in order to remove imme- 
diate menaces to its territory and its 
rights and interests of whatever kind. 

And, obviously, the exercise of the right 
of self-defense may extend beyond the 
territory of the power which exercises 
that right. Japan’s action is essentially 
identical with the action that other pow- 
ers have taken elsewhere in similar cir- 
cumstances. 

Following upon this action legitimately 
taken by Japan in the face of Chinese 
attacks, officials of the régime presided 
over by Chang Hsiao-liang either fled or 
resigned, as you know, with the result of 
a practical extinction of that régime. in 
the meantime, among the leading people 
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of Manchuria who had long resented the 
tyranny of the Changs and were opposed 
to plunging their land into the civil tur- 
moil of China proper, a project for polit- 
ical reform was already under way. 

It is in every way natural that these 
leaders should have taken, as they did, 
advantage of the opportunity afforded by 
the downfall of Chang to launch out upon 
an active movement. A ‘‘Peace Mainte- 
nance Committee’? was accordingly or- 
ganized at Mukden, Harbin and other 
centres. In view of our own responsibility 
in respect of the maintenance of peace 
and order in Manchuria, we extended nec- 
essary cooperation to these committees. 

It was the Manchurian leaders con- 
nected with these committees who decided 
that the hour had struck for founding the 
new State. The establishment of Man- 
chukuo was the outcome of a separatist 
movement having for its background the 
geographic and historical peculiarities of 
Manchuria as well as the psychological 
characteristics of the Manchurian people. 

Those who seek to place upon Japan 
the responsibility for the Manchurian 
revolution by tracing the independence of 
Manchukuo directly to our military opera- 
tions simply labor under ignorance of the 
facts and their opinions altogether miss 
the point. Again, as regards those who 
fancy they detect a secret connection of 
some sort on the part of Japan with the 
foundation of the new State, basing their 
suspicions on the fact that there are, in 
fact, a number of Japanese in the em- 
ploy of the Manchukuo Government, I 
need only point to the existence of many 
precedents for the enlistment by a young 
government or newly founded States of 
the services of foreigners. 

Our own government since the Meiji 
restoration have employed many foreign- 
ers as advisers or as regular officials; 
their number, for instance, in the year 
1875, or thereabout, exceeded 500. Those 
who misconstrue the presence of Japa- 
nese in the Manchukuo Government in the 
fashion alluded to are placing the re- 
sponsibility where it does not belong. 

Manchukuo has come into being, as I 
have already remarked, as a result of 
separatist movements within China her- 
self. Consequently, the view expressed in 
certain quarters that recognition of the 
new State thus created would constitute 
a violation of the stipulation of the Nine 
Power treaty is, in my opinion, incompre- 
hensible. The Nine Power treaty does 
not forbid all separatist movements in 
China or debar Chinese in any part of the 
country from setting up, on their free 
will, an independeat State. co 

Hence, should Japan extend recognition 
to the existing government of Manchukuo, 
founded by the will of the people of Man- 
churia, she would not thereby, as a sig- 
natory power to the Nine Power treaty 
violate in any way the stipulations of 
that treaty. 

Of course it would be a different mat- 
ter on the assumption that Japan was 
seeking to annex Manchuria or other- 
wise satisfy her thirst for land. Only, I 
hardly need to waste words in once more 
disclaiming at this juncture any terri- 
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torial designs on our part in Manchuria 
or anywhere else. 

Thus far, I have elucidated the theses 
that the attitude maintained by Japan 
toward China, and especially the meas- 
ures we have taken since the incident of 
Sept. 18, have been just and proper, that 
the independence of Manchukuo has been 
achieved through the spontaneous will of 
Manchurians and should be regarded as a 
consequence of a fissiparous movement 
in China, and that recognition by Japan 
of the new State thus created cannot 
violate the stipulations of the Nine Power 
Treaty. 

Now let me proceed further and dwell 
upon the reasons why the Japanese Gov- 
ernment consider the recognition of Man- 
chukuo as the sole effective means of 
solving the Manchurian problem. 

With regard to the question of finding 
a solution for the Manchurian problem, 
the Japanese Government attach the 
greatest importance to the following two 
points: 

First, that, in seeking a satisfactory 
solution we should aim at the fulfillment 
of the legitimate aspirations of the Man- 
churian people, at adequate guarantees 
for the rigats and interests of Japan, at 
prevention—in order to make Manchuria 
a safe place to live in, alike for Man- 
churians and foreigners—of any recru- 
descence of erstwhile anti-foreign policy 
movements and, finally, at bringing not 
only stability to Manchuria, but perma- 
nent peace to the Far East. 

Second, that such solution should be 
effected by rejecting all sentimental 
propositions and abstract theories and 
arrived at upon the solid basis of realities 
of the situation. 

In view of the circumstances that led 
to the outbreak of last September and 
of the immense sacrifices our country 
has been compelled to make in the past, 
the Japanese Government feels the im- 
perious need of arriving at a funda- 
mental solution of the Manchurian prob- 
lem on the lines of these two proposi- 
tions and of eliminating for all time the 
— of a secular Chino-Japanese con- 

ict. 

On the other hand, it appears that in 
certain quariers a plan is being consid- 
ered to reach a solution by patching up 
matters for the moment by investing 
China proper in one form or another 
with authority over Manchuria. That 
such a plan would only serve to repro- 
duce the situation preceding the inci- 
dent of Sept. 18 is only too plain to us 
who have been taught by bitter experi- 
ence in the past. 

The people of Japan can never consent 
to a solution of that kind. Moreover, it 
is as clear as day that the investment 
of China proper with power over Man- 
churia under whatever guise is totally 
irreconcilable with the political creed 
enunciated in the Declaration of Inde- 
pendence and other public statements of 
the Manchukuo Government and there- 
fore that the scheme in question has no 
chance of being accepted by Manchu- 
rians. 

The imposition upon Manchuria of 
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what is not wanted by Manchurians 
would be as unjust as ill-advised, in that 
it would only end by sowing seeds of 
future trouble in that land. 

The plan to invest China proper with 
authority over Manchuria, and_ all 
measures of a similar temporizing kind, 
will never fulfill the object of making 
Manchuria a safe and happy land for 
both natives and foreigners, nor do they 
accord with our principle of fmding a 
solution. Certainly, it is not the way in 
which to bring stability to Manchuria 
or permanent peace to the Far East. 

Manchukuo has set out upon an honest 
program that is open and aboveboard. 
It has declared its intention to pursue 
a policy of justice, peace and friendship 
toward other countries, to take over ob- 
ligations of existing treaties according 
to international law and usage, to re- 
spect vested rights and interests of for- 
eigners and to protect their lives and 
property, to welcome all aliens and to 
accord them equal and equitable treat- 
ment irrespective of their racial origin, 
to adhere to the principle of the Open 
Door, to promote international trade and 
to contribute to the economic develop- 
ment of the world; and Manchukuo’s sin- 
cerity of purpose has been definitely es- 
tablished. 

It is plain, therefore, that to extend to 
Manchukuo formal recognition and assist 
its government to carry out their sound 
policy above referred to will be a notable 
step toward making Manchuria a happy 
and peaceful land for natives and for- 
eigners alike on the basis of the realities 
of the situation. And it is plain, too, that 
such is the only way to secure a perma- 
nent solution of the Manchurian problem. 

long as Manchukuo retains the 
sterling spirit in which it was founded 
and perseveres in its high purpose it is 
assured of a future full of promise. Here 
and there we find persons entertaining 
exaggerated fear of the perils of banditry 
in Manchuria or making gloomy fore- 
casts regarding the finances of the 
country. But we refuse to join the com- 
pany of these pessimists. Upheavals 
brought about by lawless elements are 
universal phenomena, to be observed in 
newly established States anywhere in the 
world. Whereas in most of such cases it 
takes some considerable time to put un- 
rest down, it is only fair to say that in 
Manchuria the suppression of banditry is 
making comparatively rapid strides. 
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As for the financial status of Manchu- 
kuo, I have been told that it is good, 
really far better than was anticipated at 
first by the Manchurian authorities. In 
view of the vast territory, the thriving 
population and immense natural re- 
sources in its possession, there can be no 
doubt that Manchukuo, givena good gov- 
ernment, will emerge as a rich and pros- 
perous country come to be @ great 
market for the world. 

It is my hope that the healthy develop- 
ment of Manchukuo will not only bring 
happiness and prosperity to the thirty 
million inhabitants of the country but 
will serve as a good example for the re- 
habilitation of China proper. 

As regards the conditions prevailing in 
China proper, I regret to say that the 
growing disturbance in her domestic ad- 
ministration, coupled with rampant activ- 
ities of Communist bandits throughout an 
extensive area in the Yangtse Valley and 
South China, is casting a gloomy shadow 
on the path of the National Government. 

Besides, as an anti-foreign, especially 
an anti-Japanese, movement still con- 
tinues unabated, further complications 
are likely to arise in the foreign relations 
of China, which, in turn will make her 
internal confusion worse confounded. 
Truly, our deep sympathy is due the 
Chinese people, who have to suffer under 
these troubled conditions. To allow such 
conditions to persist as they are, I am 
firmly convinced, will not only be de- 
plorable for China herself but will con- 
stitute a constant danger of bringing 
about a serious menace to the rights and 
interests of foreign powers. On the con- 
trary, the whole world will rejoice should 
China realize the gravity of the situation, 
cast aside her ill-advised foreign policy 
and adopt in earnest a constructive pro- 
gram of devotion to the task of internal 
readjustment. : 

It goes without saying that Japan, al- 
ways conscious of the general interests of 
the Far East, will spare no effort to 
afford all possible assistance to China. 
Indeed, it is my feryent hope that the 
day is not far distant when Japan, Man- 
chukuo and China, as three independent 
powers closely linked together by a bond 
of culture and racial affinities, will come 
to cooperate, hand in hand, for the main- 
tenance and advancement of the peace 
and prosperity of the Far East, as well 
as for the peace of the world and the 
civilization of mankind. 





